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Box 48, Commerce Court West, 
Toronto, Ontario MSL 1B7 
Tel. 416-363-9491 Telex: 065-24254 


Brascan Limited is an investment 
management company with interests 
in Brazil and Canada. 


In its operations, Brascan is well aware 
that its future rests not only on the 
profitability of business operations but 
also on the social responsibility it 
assumes for the benefit of its employ- 
ees and the societies in which it 
functions. 
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Dollar amounts expressed in 1977 1976 
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Operating revenues 1,482.8 1,284.1 
Income before extraordinary gains 145.2 102.5 
Net income for year 151.2 108.0 
Funds provided from operations 202.5 149.0 
Long-term borrowings 322.4 206.1 
Expenditures on property, plant 

and equipment 299.8 276.6 
Dividends 30.8 Pte 
Total assets at year-end 2,989.7 2,28 351 
Per ordinary share: 

Income before extraordinary gains $5.47 $3.87 
Net income for year 5.70 4.08 
Dollar component of income 

before extraordinary gains and, 

in 1976, Sukunka write down 1.27 1.22 
Dividends 1.08 1.00 
Average number of ordinary shares 

(Classes A, Band C) outstanding (millions) 26.0 26.0 
Voting shares registered in Canada 66% 59% 
Registered shareholders at year-end 41,117 41,365 
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Directors’ Report 


During the year the Company continued to make 
progress both in terms of financial results and the 
preparation of a base for future growth. 


Consolidated income before extraordinary gains for 
1977 was $145.2 million* ($5.47 per ordinary share 
after preferred dividends) compared with 1976 earn- 
ings of $102.5 million ($3.87 per ordinary share). 


In 1977 extraordinary gains of $6 million ($0.23 per 
ordinary share) increased final net income to $151.2 
million ($5.70 per ordinary share). In 1976 extraor- 
dinary gains of $5.5 million ($0.21 per ordinary share) 
increased final net income to $108.0 million ($4.08 
per ordinary share). The extraordinary gains in 1977 
include a gain of $3.6 million on the sale of the 
Company’s interest in the Australian coal mining 
operation, Austen & Butta Limited, and the reduc- 
tion in 1977 income taxes of $2.4 million as a result 
of utilizing losses carried forward from prior years. 


During 1977 the Brazilian Government’s economic 
policies to reduce the rate of inflation began to take 
effect. The rate of increase in the wholesale price 
index dropped for the first time in two years. At the 
same time exports increased producing a trade sur- 
plus while the rate of growth in the economy was 
4.7% in 1977 compared to 9.2% in 1976. 


The trend in 1977 should continue in 1978 with the 
same stabilization policies in effect. 


The slow rates of growth which characterized West- 
ern European, United Kingdom and United States 
economies in 1977 were accentuated in Canada. The 
extremely sluggish rate of growth of the Canadian 
economy last year, caused by low rates of business 
investment and demand, was accompanied by a con- 
tinuing high rate of unemployment and deficits in 
both current account and the balance of payments. 


Reduced rates of growth in government spending 
and restraints imposed by the Anti-Inflation Board 


*Dollar figures throughout this report are expressed in United 
States dollars except where otherwise indicated. 


helped to reduce the rate of inflation. As the Cana- 
dian dollar weakened, Canada’s trade position 
improved. 1978 should bring a modest improvement 
in the economy, assuming positive investment deci- 
sions are made. 


Light 

Brascan’s principal investment, Light-Servigos de 
Eletricidade, distributed approximately 41% of the 
electric energy consumed in Brazil in 1977. Its serv- 
ice area, with a population of approximately 21 mil- 
lion, includes the metropolitan regions of Sao Paulo 
and Rio de Janeiro, the country’s most highly indus- 
trialized areas. 


Net electric utility income was $135.4 million in 
1977 compared to $105.0 million in 1976. 


Although the pace of economic activity in Brazil 
moderated in 1977, the rate of growth of Light’s 
sales in kilowatt hours at 9.9% remained comparable 
with the 9.7% compound rate of growth over the 
past 5 years. 


To keep pace with demand, Light’s capital expendi- 
tures totalled $285 million, up from $262 million in 
1976. Capital expenditures for 1978 are projected to 
be approximately $325 million. 


Nevertheless, Light continues to face serious prob- 
lems due to continued growth in demand and the 
inability to generate internally a reasonable portion 
of the funds required for capital expansion. This 
inability, together with the lack of access to sources 
of funds which are available to other electric utilities 
in Brazil, has required undue reliance on the shorter- 
term funds available to Light. These problems have 
now been further compounded by a rate increase in 
1978 which, it is estimated, will produce less than 
the maximum 12% return on Light’s rate base. 


Light is continuing to seek from the Brazilian Gov- 
ernment the necessary long-term solutions to enable 
it to carry out its plans to satisfy the service require- 
ments to its customers while fulfilling its responsi- 
bilities to creditors and providing a fair return to its 
shareholders. 


Investments in Brazil 

In 1977 the investment group in Brazil had net earn- 
ings of $9.6 million compared with $9.3 million in 
1976. In addition, in 1977 extraordinary gains 
include $1.5 million representing the reduction in 
1977 income taxes as a result of losses carried for- 
ward from prior years. 


Though operating results improved in a number of 
sectors in which your Company is involved, certain 
investments were not as successful as is more fully 
described on page 13. 


Investments in Canada 

Net income was $6.7 million for 1977 compared with 
$4.5 million for 1976 before the $9.8 million write 
down in respect of the Sukunka coal project. Results 
for 1977 are after deduction of translation losses of 
$2.8 million resulting from the decline of the Cana- 
dian dollar against the U.S. dollar. 


Brascan Resources’ cash flow from operations 
exceeded its capital expenditures for the first time. 


Cash flow from operations increased to $14.0 million 
from $8.5 million in 1976. Expenditures on land pur- 
chases, exploration and development totalled $9.5 
million in 1977 ($8.6 million—1976). Brascan 
Resources has achieved this level of financial self- 
sufficiency in five years of operation. 


Because of widespread attention given to two 
Canadian oil and gas exploration plays, it is worth 
noting that the company has acreage interests in 
both the Pembina area in Alberta, and in the Hut- 
chison Block in the Beaufort Sea. Details are given 
on page 22. 


In 1977 the Company made a $13.1 million invest- 
ment in Lonvest Corporation, a holding company, 


which gave Brascan an indirect interest of 24.4% in 
London Life Insurance Company. This leading 
Canadian insurance company is an important addi- 
tion to the Financial Services sector in Canada. 


Board of Directors 

Mr. P.N. T. Widdrington, President of John Labatt 
Limited, and Mr. J. F. Grandy, a former senior 
Canadian Government official who held a wide 
variety of major government responsibilities, have 
been elected Directors of the Company. 


Executive Appointments 

Mr. A. W. Farmilo was appointed Executive Vice- 
President. He was formerly President of Brascan 
Resources Limited. 


During the year a senior corporate management 
group was constituted from the posts of the Chair- 
man, President, Executive Vice-President and Vice- 
President, Finance. Its function is to review the cor- 
porate direction, long-term planning and allocation 
of resources of the Company. 


Management and Employees 

On behalf of the Board, we express our appreciation 
to all employees and management in Brazil and 
Canada for their dedication and loyalty during the 
past year in successfully meeting the challenges of 
change. 


On behalf of the Board of Directors, 


\ 
ee ee 
Ue a ae TN a eee a 4 


ea 


———_ 


E. C. Freeman-Attwood 
President 


pre 


J. H- Moore 


Chairman 


March 21, 1978. 


Principal Investment Areas of Brascan 
December 31, 1977 in U.S.$ millions 


Total assets $2,9 


Light $2,1 


Utility $2,1 


Light-Servicos de Eletricidade S.A.: 83% 


Light distributes electric power in its concession areas which include the 
cities of Sao Paulo and Rio de Janeiro. 


Figures represent book values of assets at December 31, 1977 as shown 
in the Consolidated Balance Sheet without deduction of liabilities. 


Percentaae fiqures shown renrecent the Camnanvy’'e interect in earch 


srascan Investments in Brazil $469 
inancial Services $278 


anco Brascan de Investimento S.A.: 100% 


1 addition to its lending activities, this investment bank participates in 
loney market operations, pension and portfolio management, insurance 
rokerage, leasing, and consumer financing in Rio de Janeiro, Sao Paulo, 
elo Horizonte, Brasilia, Porto Alegre and Recife. 


-onsumer and Industrial Goods and Services $55 


ervejarias Reunidas Skol-Caracu S.A.: 41% 

his brewing and soft drink concern has breweries in: Sao Paulo, Rio de 
aneiro, Belo Horizonte, Brasilia, Londrina, Rio Claro and Santos. 
wift-Armour S.A.—Industria e Comercio: 41% 

he company’s operations include cattle-raising, grain production and 
eat processing with major plants in Livramento, Rosario do Sul and 
tinga. 

NV—Fabrica Nacional de Vagoes S.A.: 31% 

he company manufactures railway and automotive equipment, truck 
ailers and earth moving machinery. It is located in Cruzeiro, half way 
etween Rio de Janeiro and Sao Paulo. 

mbrasca—Empreedimentos Florestais e Agricolas Ltda.: 49% 


he company is involved in a land acquisition, clearing and reforestation 
rogram. It is located in the State of Santa Catarina, in southeastern Brazil. 


eal Estate Development $45 


rascan Imobilidria S.A. (BISA): 100% 

his real estate development company manages all of Brascan’s 

rojects in the real estate segment. 

javea Hotelaria e Turismo S.A.: 60% 

his hotel company owns the 500-room Rio Inter-Continental Hotel. 
aranjeiras: 49% 

coastal resort development located midway between Rio de Janeiro and 
antos. 


jatural Resources $4 
‘ompanhia de Mineragao Jacunda S.A.: 60% 


n alluvial tin mine in the Territory of Rondonia. 


romisa Mineracao e Prospecgoes Minerais S.A.: 100% 


arries out mineral exploration for tin, gold, diamonds and copper in 
ifferent regions of Brazil. 


ther $87 
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Brascan Investments in Canada $328 


Natural Resources $103 


Brascan Resources Limited: 100% 

Conducts natural resource exploration, development and production with 
interests in oil, gas and coal properties in Western Canada, the Arctic and 
the United States. 

Western Mines Limited: 51% 


A copper, lead, zinc, silver and gold mining and mineral exploration 
company. 


Consumer Goods and Services $65 


John Labatt Limited: 24% 


A major consumer product company with businesses in: brewing, a 
wide variety of food products; wines and confectionaries; agricultural 
commodity processing and food services. 


Intershoe Incorporated: 100% 
A shoe merchandising and distributing company. 
Utility $61 


Great Lakes Power Corporation Limited: 99% 


Generation and distribution of hydro-electric power in the Sault Ste. Marie 
area of northern Ontario. 


Financial Services $28 


London Life Insurance Company: 24% 
A major Canadian life insurance company. 


Triarch Corporation Limited: 68% 
Provides merchant banking and investment management services. 


Other $71 


Review of Operations 


The Review of Operations is divided into three sec- 
tions: Light-Servicgos de Eletricidade S.A., Brazilian 
investments and Canadian investments. Each sector 
holds different challenges in investment and man- 
agement as well as earnings growth opportunities. 


Income for 1977, before extraordinary gains, 
amounted to $145.2 million ($5.47 per ordinary 
share after preferred dividends). Extraordinary gains 
in 1977 were $6.0 million ($0.23 per ordinary share) 
which increased final net income for the year to 
$151.2 million ($5.70 million per ordinary share). 


The increase in net income in 1977, compared with 
the prior year, resulted primarily from improvement 


in the earnings of Light. Income from investment 
and industrial operations in Brazil and Canada con- 
tinued to increase as illustrated below. 


During the year the Company sold its interests in 
Austen & Butta Limited and Canadian Cablesys- 
tems Limited. An extraordinary gain of $3.6 million 
($0.14 per ordinary share) was realized on the sale of 
the Austen & Butta shares. The Canadian Cablesys- 
tems shares were sold at a price approximately equal 
to their carrying value on the equity method. 


summary of Consolidated Income Before Extraordinary Gains 


LMG 1976* 
Millions Per Ordinary Share Millions Per Ordinary Share 
Dollar Dollar Dollar Dollar 
Total Component Total Component Total Component Total | Component 
Source a 
Electric utility—Brazil A ee 29 2s 20 Se l2 $105.0 $293 $404 §$ 1.12 
>, See 
Investment and industrial 
operations 
Brazil 9.6 6.5 nM 25 She) 6.4 36 25 
Canada—normal operations 6 6.7 20 .26 4.5 4.5 id alg) 
16.3 13.2 .63 51 13.8 10.9 a) 42 
Income before general op 
corporate expenses en 42.4 5.83 1.63 118.8 40.2 4.57 1.54 
General corporate expenses 6.5 6.5 29 25 6.5 6.5 LD 25 
Consolidated income before Pe. 
extraordinary gains 145.2 85.9 85358 yy. 1.38 Alas) *33.7 *4 32 *1.29 
Available for— 
Preferred shares 2.8 2.8 a 1 le 17 .07 07 
Ordinary shares $142.4 $33.1 $5.47 $§ 1.27 *$110.6 *$ 32.0 *$ 4.25 *§$ 1.22 


“Before deduction of the write down of deferred mine development expenditures ($9.8 million; $0.38 per ordinary share) 


Extraordinary gains in 1977 also include $2.4 million 
($1.5 million in Brazil and $0.9 million in Canada) 
which represents the reduction in 1977 income taxes 
as a result of applying tax losses carried forward 
from prior years. 


Translation of Cruzeiros to Dollars 


Cruzeiro revenues and expenses were translated into 
dollars in 1977 at the average exchange rate for the 
year Cr$14.165 (Cr$10.692 in 1976) except for 
depreciation which was translated at the same rate 
as that used for translation of the related assets. The 
year-end rate of exchange was Cr$16.050 as com- 
pared with Cr$12.345 at the previous year end. Dur- 
ing the year the external devaluation of the cruzeiro 
expressed in terms of U.S. dollars was 23.1%, whereas 
in 1976 the comparable figure was 26.5%. This deva- 
luation contributed to exchange translation losses 


during the year of $29.1 million (1976—$38.5 million). 


Dollar Component of Income 

Only the dollar component of net income received 
by the parent company is available for corporate 
purposes and the payment of dividends. The dollar 
component of income is summarized on the opposite 
page and is further analyzed on page 32. 


Under Brazilian law foreign capital is eligible for 
registration with the Central Bank of Brazil and 
companies may remit dollar dividends which, after 
deduction of a 25% withholding tax, do not exceed 
12% of their registered capital, averaged over the 
preceding 3 years (see note 3 to the Financial State- 
ments page 39.) 


During the year the Company received substantially 
all dollar amounts to which it was entitled within 
existing registrations. 


The Company has three capital registrations: Light, 
approximately $209 million (47.7% of the Com- 
pany’s direct shareholding), and two Brazilian hold- 
ing companies totalling approximately $52 million. 
Each of these registrations requires a separate flow 
of earnings to support dividends. 


Based on present registrations in Brazil, there is a 
dividend potential from Light of $25 million and $6 
million from the two investment companies, for a 
total of approximately $31 million. 


The Company’s objective is to produce earnings 
which will permit it to realize its dividend potential 
and to increase the registered base through reinvest- 
ment of eligible earnings in excess of remittances. 


Dividends 


During the year, in addition to dividends on pre- 
ferred shares, the Company paid four quarterly divi- 
dends of U.S. $.25 each as well as an extra dividend 
of U.S. $.08 on its ordinary shares. 


The Company’s objective, as stated last year at the 
Annual Meeting, is that the dollar dividends 
received from Light and the Brazilian investment 
companies, together with 50% of the net income 
earned outside Brazil, will be applied first to pay 
corporate expenses and preferred dividends and 
then to pay the balance as ordinary dividends. On 
the basis of present trends, this objective should be 
achieved within the next three years. 


It should be noted that the Company’s dividend pol- 
icy is re-examined on a regular basis. 


Brazilian Economy 


In 1977 the Gross Domestic Product of Brazil 
reached $165 billion. Its growth over 1976 was 4.7%, 
led by an agricultural expansion of 9.6% with indus- 
trial production increasing by 3.9%. 


As in previous years, the government’s economic 
policy was conditioned by the necessity of improving 
the trade balance and of reducing the inflation rate. 
Although the increase of the Rio de Janeiro cost of 
living index was only slightly lower than in 1976, the 
more significant wholesale price index increased by 
35.4% as against 44.9% in 1976. 


Foreign payments 

There was a considerable improvement in the trade 
balance, with the achievement of a surplus for the 
first time in several years. This surplus, estimated at 
around $140 million, represents a sharp change from 
the 1976 deficit of $2.2 billion. Although high inter- 
national commodity prices helped exports, with cof- 
fee sales alone exceeding US$2.6 billion, the growth 
of exports generally has been encouraging. 


For the last ten years the value of exports has grown 
at an average compounded yearly rate of 22.0%. In 
1977 exports were 19.8% above 1976. While exports 
have been increasing at a high and sustained rate, 
imports in the last four years have been held con- 
stant around $12 billion. 


Brazilian foreign currency reserves increased during 
1977 and reached an all time peak in December at 
$7.2 billion as against $6.4 billion at the end of 1976. 
Foreign debt of $30.0 billion at December 31, 1977 
increased by an estimated $3.5 billion, significantly 
less than the 1976 increase of $5 billion. 


In 1977 the current account deficit in the balance of 
payments was $4 billion. The net inflow of foreign 
investment and loans, which reached almost $5 bil- 
lion, was more than enough to finance the current 
deficit with the excess used to increase foreign cur- 
rency reserves. 


Annual percentage 
increase Cost of living (Rio de Janeiro) i 


Wholesale Price Index and 
Cost of Living Index in Rio de Janeiro 


Wholesale price index at 


iT 
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Source: Ministry of Planning 


Production 


The improved performance of the agricultural sector 
in 1977 can be explained by the recovery of the cof- 
fee crop from the effects of the 1975 frost. Coffee 
production increased by 168% by weight in 1977. 
Other important crop weight increases were cotton 
up 51.5%, tobacco 18.8%, sugar cane 16.0% and soy- 
beans 11.5%. However, the wheat crop decreased 
29.4% by weight. 


Since about 70% of export revenue comes from agri- 
cultural products, the performance of the agricultural 
sector has been very important in expanding sales 
abroad and in improving the balance of payments. 
In 1977 Brazil became the world’s second largest 
agricultural exporter, after the United States, with 
sales of $8.4 billion, including processed foodstuffs. 


Trade Balance 


US$ million 

YEARS Exports Imports 
1973 6,199 6,192 
1974 7,968 12,641 
1975 8,670 12,169 
1976 10,130 W220 
Dee IZ SY 11,998 
*Preliminary 


Source: Central Bank 


Industrial output expanded more slowly in 1977 
than in 1976, reflecting the anti-inflation policy and 
continuing import restraints. Some sectors showed a 
reduction in production, notably the capital goods 


Principal Exports 
US$ million 
1973 ISA! 1Grs Wns Were 


Manufactured goods 2,040 3,246 3,434 3,615 4,889 


Coffee 1, Cala. 1002 SS) 2.888) 2 (euiz 
Soya and products ex0) SIO) 11 SOS) 1.7). Zoalah 
Iron ore 308 S| 82) 8s Sore 
*Preliminary 


Source: Bank of Brazil 


and metal fabricating industry (—5.2%), automotive 
manufacturing (—3.0%) and mining (—4.7%). The 
metallurgical and chemical sectors kept relatively 
high rates of growth, 8.2% and 7.0% respectively, 
due to maturing of past investments in steel and 
chemical plants. The beverage industry increased its 
output by 14.0% and food processing by 6.6%. 
Another area which showed a relatively fast growth 
was general construction 9.1%, due to continuing 
investments in housing and in electric generating 
plants. 


In 1978 indicated government policy is that anti- 
inflationary measures will continue to receive top 
priority, while the government attempts to expand 
exports and hold import levels constant. 


Light-Servicos de Eletricidade S.A. 


The Company’s principal investment in Brazil is 
Light-Servigos de Eletricidade S.A. 


Brascan has an 83% interest in Light and the 
remaining minority interest is held by Banco 
Nacional de Desenvolvimento Econémico (BNDE) 
8.5%: Centrais Elétricas Brasileiras S.A.—Eletrobras 
0.2% and the Brazilian public 8.3%. 


Electric Operations 

Net electric utility income was $135.4 million com- 
pared with $105.0 million in 1976. This increase is 
due primarily to growth in the rate base during the 
year as more fully discussed under the headings of 
“Capital Expenditures and Financing” and “New 
Legislation and Regulations”. Net income includes a 
profit of $8.7 million realized on the sale of surplus 
real estate during the year. 


In 1977, Light sold 35.5 billion kilowatt hours, an 
increase of 9.9% over the preceding year. Industrial 
consumption increased by 11.1% over the previous 
year and constituted 52.6% (52.1%—1976) of total 
energy billings. This increase was achieved in spite 
of the reduced level of growth of economic activity 
during the year. The number of consumers increased 
4.6% to 4.4 million at year-end. Light purchased 
76.6% (71.1% —1976) of its energy requirements 

from government owned generating companies. 


Rates 


The regulatory system, known as service at cost is 
described on page 26 under the heading of “Electric 
Utility Operations—Brazil, Revenue Recognition”. 
Effective January 1, 1977 Light was granted an aver- 
age rate increase of 36%. Initially, Light estimated 
that this increase would not be adequate to provide 
the maximum 12% rate of return on the rate base. 


As a result of discussions, the regulatory authorities 
reduced certain components of cost of service (pur- 
chased power and reversion), over which they have 
direct control. Later in the year, as revenues exceeded 
estimates, certain of these reductions were eliminated. 


After giving effect to the above, together with those 
changes described under the headings of “New Leg- 
islation and Regulations” and “Monetary Correc- 
tion”, and after including in revenues $12.8 million 
of surplus revenues deferred from prior years, Light 
is deemed to have earned a 12% rate of return on its 
rate base. As at December 31, 1977 Light had a bal- 
ance of surplus revenues of $17.1 million deferred 
from prior years, which will be carried forward to 
future years. 


Light was granted an average rate increase of 32%, 
effective January 1, 1978, which is estimated to fall 
short of the increase required to provide a 12% 
return on the rate base. 


Light is making representations to the authorities 
seeking adjustments to enable it to generate the 
income and cash flow required to sustain the capital 
program essential to satisfy the continuing sub- 
stantial growth in its service area. 


Capital Expenditures and Financing 

Capital expenditures during the year totalled $285 
million as compared with $262 million in 1976. The 
1977 expenditures were greater than planned due to 
remedial work on the Guarapiranga dam in the Sao 
Paulo system, resulting from abnormally heavy rain- 
fall in 1976, and because increases in the cost of con- 
struction and equipment were greater than expected. 


After allowing for the cost of servicing capital, 
including debt repayment, Light only generated 
internally approximately 12% of the funds required 
to finance its capital program. 


During the year, Light had its first two public bond 
issues, both of which were in European markets, led 
by Westdeutsche Landesbank, guaranteed by the 

Federative Republic of Brazil and had 5 year terms. 


The first of these issues was for DM100 million in 
February. The second was for $50 million in 
September. 


Westdeutsche Landesbank also led a syndicated 
bank loan for $150 million, the proceeds of which 
were received in December 1977. This loan was also 
guaranteed by the Federative Republic of Brazil and 
has an average life of 5 years with the final maturity 
in 8 years. 


In addition, Light borrowed $20 million from the 
Bank of Montreal for an 8 year term with an aver- 
age 5 year life. 


With the improvement in the Brazilian balance of 
trade, the moderating pace of inflation in Brazil, and 
the continued supply of capital internationally, the 


markets were more receptive to Brazilian borrowers 
in 1977. Light, supported by the guarantee of the 
Brazilian government, benefited from these trends 
which appear to be continuing in 1978 with further 
improvement in terms. 


Light’s capital expenditures for 1978 are estimated 
to be $325 million. For the four years 1974-1977, 
capital expenditures exceeded $1.0 billion. This pro- 
gram has been a major factor in facilitating the 
growth and development of the Sao Paulo—Rio axis 
which is leading Brazil in its development as a mod- 
ern industrial nation. The Light system is a vital link 
in the electric sector between the substantial hydro- 
electric resources of Light’s principal energy sup- 
pliers, CESP and Furnas, and the consumers in the 
Sao Paulo—Rio market. 


Over the past few years, the transmission systems in 
adjacent areas have been interconnected with the 
Light system to improve service throughout the 
South-East region of Brazil. Light has introduced 
new technology to improve system reliability and 
minimize costs. 


After a long period of relative stability in rate regu- 
lation, a series of changes was introduced com- 
mencing in 1975, which sharply reduced Light’s 
ability to generate internally a reasonable portion of 
the funds required for its capital program. 


Light must collect from its customers substantial 
taxes and other levies on behalf of the government 
which in 1977 amounted to $454 million. These 
funds are paid to the government or its agencies for 
use in the electric sector to provide for capital 
expenditures or to subsidize operations. Light does 
not have access to these funds. 


Light has been increasingly dependent on the rela- 
tively short-term funds available in international 
capital markets to finance its construction program. 
Repayments on these loans are now commencing 
and in 1978 they will increase to $74 million from 
$23 million in 1977. 


Light continues to make representations to the 
Brazilian authorities to ensure that they are fully 
aware of the ongoing and ever increasing problems 
which the company faces and of the need to find 
definitive solutions thereto so as to permit it to 
maintain adequate service under conditions of 
financial equilibrium. 


New Legislation 


ee eT a 
>} and nRegquiations 


Corporate Law 


The new Brazilian Corporation Law became effec- 
tive in 1977 and Light has taken the steps required 
to comply with this legislation. This new law repre- 
sents the first major revision to such legislation in 40 
years and is in keeping with Brazil’s intent to 
broaden and strengthen its capital markets in sup- 
port of its growth as an industrial nation. 


Monetary Correction 


Changes in income tax legislation have been 
enacted to bring it into harmony with the new 
corporation law. 


A significant change in tax law provides for the 
monthly monetary correction (adjustments recorded 
to mitigate the effects of inflation) of the cruzeiro 
values of fixed assets and related depreciation com- 
mencing in 1978. As part of this change, taxpayers 
had the right to record a special monetary correction 
in 1977. This change was designed to offset the lag 
which previously existed whereby additions in any 
one year were not monetarily corrected until the sec- 
ond following year. 


As permitted by new tax legislation, in 1977 Light 
calculated a special monetary correction of plant in 
service which, when combined with a new system of 
monetary correction of accumulated depreciation, 
had the effect of substantially increasing net plant in 
service. The impact on net electric utility income in 
1977 was an increase of $5.3 million. Neither the 
timing nor the treatment to be accorded by the 
authorities to this new system of monetary correc- 
tion for rate purposes is yet known. 


Depreciation 

In establishing rates for 1978, the depreciation 
charge for distribution plant in service has been 
increased from 3% to 4% per annum. This will 
increase Light’s internal cash generation in 1978 by 
approximately $12 million. 


Foreign Loans 


In November the Central Bank issued a new regu- 
lation which enables companies borrowing abroad to 
place the proceeds of such loans on deposit in the 
foreign currency with the Central Bank until such 
time as the borrower requires the funds. The Central 
Bank reimburses the borrower for its interest cost 
and related withholding taxes applicable to the 
period during which such funds are on deposit. 


Previously such funds were converted to cruzeiros 
when the loan proceeds were received and invested 
in short-term securities until required. Under normal 
circumstances the return on such securities usually 
approximated the exchange loss due to devaluation 
of the cruzeiro. This new regulation is of benefit to 
Light and to the Central Bank in its role of regu- 
lating the Brazilian money supply. 


10 Year Growth of Plant in Service 

The table below shows that over 60% of Light’s 
distribution and transmission facilities are less than 
10 years old. 


1977 1967 
Distribution— 
Stations—MVA th IS) 2,993 
Transformers—MVA 7,682 2,825 
Lines—km of wire 331,024 168,592 
Transmission— 
Circuits—km 5,803 4,041 
Stations—MVA 4,785 1,435 


MVA—megavolt amperes 
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investments in Brazil 


December 31 
ment 1977 1976 
(millions) 

Financial services $277.6, 9 5209.9 
Consumer and industrial goods 

and services 54.9 45.1 
Real estate development 44.9 31.4 
Natural resources 4.1 4.6 
Other assets 87.4 81.9 
Total assets $468.9 $368.9 
Brascan equity 92511 ee L972 


Investments in Brazil produced income of $9.6 mil- 
lion in 1977 compared to 1976 income of $9.3 
million. 


In 1977, all operations with the exception of Swift- 
Armour reflected positive results, not only in terms 
of earnings, but also in the building of potential for 
future growth. Swift-Armour’s problems, as 
described later in this section, are attributable to the 
worldwide structural problem of the meat processing 
industry and domestic conditions in Brazil. 


SERVICES 


Income before taxes of the financial services seg- 
ment for the year ended December 31, 1977 was 
$9.3 million (1976—$7.9 million). Total assets 
amounted to $277.6 million, an increase of 34.8% 
over the previous year. Loans contracted during the 
year were $259.1 million, compared to $180.5 mil- 
lion in 1976. 


During the year, lending activities were strongly 
influenced by the Brazilian Government’s efforts to 
curb inflation by reducing the pace of economic 


December 31 
Income 1977 1976 


(millions) 


Income (loss) by segment 
before unallocated expenses: 


Financial services $4935 had oe 
Consumer and industrial 
goods and services 6.5 8.4 
Real estate development ng 9) 
Natural resources— 
Mining operations 0.8 0.2 
Mineral exploration (5.2) (2:2) 
Interest under telephone sale 
agreement 22 3.2 
Other income—net 8.5 0.9 
24.7 20.6 
Discontinued operations (1.5) 
Net loss on disposals (1.5) 
24.7 17.6 
Expenses not allocated by segment: 
General and administrative ity (6.2) 
Income and withholding taxes (7.4) (2.1) 
Income > 9.6.99 gE23 


activity and by restricting the growth of money sup- 
ply. This resulted in decreased demand for credit 
accompanied by increased competition from com- 
mercial banks which ultimately decreased interest 
rates and margins. 


Money market operations continued to grow, both 
in amount traded and number of clients. Total reve- 
nue reached $13.3 million, from $11.2 million in the 
previous year. Last year Banco Brascan became 
more active in the underwriting field. 


A further step toward improved market coverage 
was the opening by Banco Brascan of the Belo Hori- 
zonte branch, in the State of Minas Gerais. This 
supplements the network of offices in Rio de Janerio, 
Sao Paulo, Porto Alegre in the south, Brasilia, the 
capital and Recife in the northeast. 


At year-end the total market value of investment 
funds and portfolios managed was $21.5 million, 
compared to $11.5 million at the end of 1976. Some 
4] individual and institutional portfolios are under 
Banco Brascan’s management (34 in 1976), the latter 
mostly represented by insurance companies, pension 
funds and private firms. 


The appreciation of investment funds and portfolios 
under the Bank’s management exceeded the stock 
market indices by a substantial margin for an overall 
performance rating on a par with the leaders in the 
market. 


In spite of the very modest growth of commercial 
activity, the loans granted by the consumer financ- 
ing subsidiary increased to $23.5 million from $15.3 
million in 1976. Leasing operations, conducted by 
Brascanlease, amounted to $7.1 million (1976—$5.2 
million). 


Brascan Corretora, the insurance management and 
brokerage firm, continued to add to its list of clients. 


CONSUMER AND INDUSTRIAL 
GOODS AND SERVICES 


Skol-Caracu—Brewing 

For the year ending December 31, 1977 Skol- 
Caract, Brazil’s third largest brewing company, 
increased its volume by 24%. Sales rose from $71 
million in 1976 to $82 million in 1977. 


In February 1978, Skol-Caract opened a 1.2 million 
hectolitre brewery in Sao Paulo which increased 
Skol’s total brewing capacity to 3.4 million hecto- 
litres per annum. 


This enables the company to engage in more aggres- 
sive marketing in Sao Paulo, Brazil’s largest market, 
and is expected to increase overall profitability by 
eliminating the costly freight charges from the com- 
pany’s other brewery locations to the Sdo Paulo 
market. 


Marketing strategy continues to support “Skol” lager 
in bottles and cans. The popularity of the traditional 
dark beer, ““Caracu” is also increasing in many seg- 
ments of the market. 


The Sao Paulo brewery is the first major step in a 
long-range expansion plan to meet the growing 
demand for beer in Brazil, a demand which is con- 
servatively estimated to grow in excess of 7% per 
year. Expansion of the Skol breweries in Belo 
Horizonte and Londrina, will be completed in 1978, 
as part of a continuing program of brewery modern- 
ization and expansion. 


Although brewery products provide the major 
potential for growth and profitability, the company’s 
soft drink line under the Skol trademark has 
doubled sales over the past year. This line benefits 
automatically from advertising promotion and distri- 
bution of Skol’s brewery products. 


As part of the company’s continuing program to 
lower costs and reduce dependence on foreign 
sources of supply, Skol-Caracu is engaged in a 
program to improve local strains of barley suitable 
for malting. At present, malt is imported from 
Argentina, Chile, Uruguay and Western Europe. 
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Swift-Armour—Food 


Brascan’s share of Swift-Armour income was down 
from $3.9 million in 1976 to $3.1 million for 1977. 


The 1977 results include a profit of $2.5 million from 
the sale of a cattle ranch. 


Because of adverse export trading conditions, the 
company was able to sustain only a marginal profit 
on operations in 1977, with volumes declining 
toward year-end. Sales for the year ended December 
31, 1977 were $136.8 million as compared to $154.7 
million in 1976. 


Common to all large meat processors, Swift-Armour 
supplies both fresh and processed meat markets. 
Historically, Swift-Armour has been a major exporter 
of canned corned beef and frozen cooked beef to the 
United States and Europe. Increased beef produc- 
tion in the company’s traditional beef markets in the 
European Economic Community and a resistance to 
imports from Latin America forced Latin American 
producers to turn their attention to the U.S. market. 
Swift-Armour has been faced with new and aggres- 
sive competition from Uruguay and Argentina in 
that market resulting in a lower price structure. 


Swift-Armour has always been a supplier of fresh 
meat to the Brazilian domestic market. However, 
government controls on prices to be paid farmers for 
beef cattle and on prices at which fresh meat may be 
sold in the domestic market, produced unfavourable 
operating margins. 


The third segment of the company’s business is 
branded consumer processed food for the domestic 
market. Results in the past year were disappointing. 


In 1978, the operation of a soup plant was started on 
a joint venture basis with the Campbell Soup Com- 
pany of the United States. The new company, 65% 
owned by Campbell Soup Company and 35% by 
Swift-Armour, introduced a line of canned soups 


to Brazilian consumers. This investment in a new 
Brazilian consumer product area follows a lengthy 
test marketing program. 


FNV—Heavy Manufacturing 


In 1977, sales were $74.8 million, a reduction from 
$94.2 million in 1976. Last year FNV delivered less 
than half the number of railroad cars delivered in 
1976 as a direct result of the reduced level of gov- 
ernment expenditures in that sector. 


Despite these difficulties, sales were maintained at 
approximately 80% of the 1976 level which can be 
attributed to FNV’s other product lines including 
automotive parts. Gross profit margins were also 
increased over 1976. 


The principal areas of the company’s business are 
railroad rolling stock, truck and bus chassis frames 
and wheels and stamped parts for the country’s 
automotive industry. 


In its program to seek further areas of diver- 
sification, the company has entered into a joint ven- 
ture with Brown and Roots, Inc. of Houston, Texas, 
a major worldwide supplier of offshore drill rig engi- 
neering components. The new company, Martec, is 
offering Petrobras, the Brazilian national oil com- 
pany and other international oil companies, engi- 
neering components for their Brazilian offshore 
exploration programs. 


Embrasca—Forest Plantation 

This land acquisition, clearing and tree planting pro- 
gram in the State of Santa Catarina, in south Brazil, 
was started in 1974 on a joint venture basis with 
MacMillan Bloedel Limited of Vancouver, Canada. 


Tree planting operations are financed by funds 
obtained from local investors using a Brazilian Gov- 
ernment tax incentive program. Under this program 
the investors own 70% of the trees, while Embrasca 
owns the land and the right to 30% of the trees and 
has an option to purchase the trees owned by the 
incentive investors. 


By the end of 1977, Embrasca had purchased 76,000 
hectares since the start of operations in 1974. The 
plan is to acquire 84,000 hectares of land and to 
have 50,000 hectares cleared and reforested by 1983. 


Most of the plantation has been based on the devel- 
opment of long-fibre woods, such as the Elliotti and 
Taeda Pine. Experiments are also being carried out 
with long-fibre Caribbean Pine. The rapid rate of 
tree growth in Brazil provides economic advantages 
over trees grown in northern climates. 


This forest is expected to reach maturity in nine to 
twelve years depending upon the ultimate industrial 
use of the wood produced. Studies are continuing on 
a variety of end use applications. 


REAL ESTATE DEVELOPMENT 


Brascan Imobiliaria S.A. (BISA) 

In January, 1978 Brascan organized the manage- 
ment of its various real estate development projects 
under one company called Brascan Imobiliaria S.A. 
(BISA) in order to participate more effectively in the 
Brazilian real estate market. 


BISA has assumed the management of Brascan’s 
real estate activities in Brazil including: Sao 
Conrado Green in Rio de Janeiro, Villa Maria and 
Villa dos Coqueiros in Salvador, and Laranjeiras 
near Paratf. In addition, BISA will provide manage- 
ment expertise and services to Brascan on other real 
estate matters, and on joint ventures it may con- 
stitute to carry out its development projects. 


BISA is currently investigating two shopping centre 
projects: the Sao Conrado complex in Rio de Janeiro 
and the Baixa do Sapateiro complex in Salvador. 
Additional new projects are also under examination, 
and a land bank for future projects is being 
established. 


Laranjeiras—Resort Development 

The Laranjeiras resort development situated on the 
coast midway between Rio de Janeiro and Santos 
has been completed. The development includes 
beaches, a golf course, marina, tennis court, swim- 
ming pool and club house. An aggressive marketing 
program is underway to sell lots to potential resort 
home owners and developers. 


Sao Conrado Green 

The construction of the S4o Conrado Green five- 
tower condominium apartment complex, situated on 
land adjacent to the Rio Inter-Continental Hotel, 
has now been completed. Occupancy has com- 
menced and all units have been sold. Brascan’s share 
of pre-tax profit was $6.7 million which has been 
brought into account over a 3 year period. 


Gavea Hotelaria 

The 500-room Rio Inter-Continental Hotel on 
Gavea Beach, Rio de Janeiro had high rates of occu- 
pancy in 1977, and operated on a profitable basis. 
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NATURAL RESOURCES 


Jacunda—Mining 


In 1977 Jacunda, the Company’s alluvial tin mine in 
northwest Brazil maintained approximately the 
same level of production as in 1976 at slightly under 
400 metric tons of fine tin. Gross revenues from 
Jacunda for the year ending December 31, 1977 
were $4.3 million compared to $3.1 million in 1976. 
Firm tin prices assisted in increasing the level of 
profitability. 


During 1977 the exploration drilling program in the 
Jacunda area indicated additional ore reserves. 
Plans are now under way to bring portions of these 
reserves into production late in 1978 and to intensify 
further exploration programs. 


Since the year end the Company has increased its 
ownership of Jacunda from 60% to 93%. 


Promisa—Mineral Exploration 

Promisa is engaged in exploration throughout Brazil 
for alluvial mineral deposits, particularly tin, gold, 
copper and diamonds. 


Evaluation of alluvial diamond deposits in the Alto 
Paraguai area is continuing. 


Exploration expenditures increased to $5.2 million 
in 1977 from $2.2 million in 1976. 
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Canadian Economy 


The Canadian economy experienced sluggish growth 
in 1977 (2.6% in real terms) and continued to per- 
form below its potential. Both real growth and pro- 
ductivity declined from the previous year; the 
government deficit and the unemployment rate rose. 
These conditions did not provide an atmosphere of 
confidence in which the private sector could under- 
take expansion. Although costs have shown some 
improvement, continued moderation by all segments 
of society will be necessary if Canada is to regain 
international competitiveness. 


In 1977, the unemployment rate increased from 
7.2% to almost 8.2% of the labour force and is par- 
ticularly severe in the younger segment of the popu- 
lation. Given the expected rate of growth in the 
economy in 1978, employment opportunities are not 
expected to accommodate the rapid growth of the 
labour force. 


Aggregate Demand 


In 1977 the consumer sector was a major dis- 
appointment to the economy as a whole. From an 
annual growth rate of 17% in 1974, the increase in 
consumer spending dropped to 10.3% (a level of 
Can. $121.9 billion) in 1977. 


Business investment continues to languish with 
excess capacity and sluggish retail sales growth. In 
1977, reflecting decreased investment in machinery 
and equipment, constant dollar business investment 
rose by only 0.7% to Can. $16.5 billion. 


Canada’s trade position improved substantially in 
1977, largely as a result of the improving economies 


Canada—Balance of Payments 


Billions of dollars 


Services 
Current account 


Sa 
1976 | 


Source: Statistics Canada pee 


Goods a 


Te 


of the U.S. and Japan and the decline in the Cana- 
dian dollar. Canadian lumber exports to the U.S. 
reflected the boom in housing starts in the U.S., 
while growth in automobile exports coincided with a 
dramatic rise in U.S. domestic sales. 


Overall, Canada’s merchandise exports rose from 
Can. $37.9 billion in 1976 to Can. $44.6 billion in 
1977, an increase of 10% in real terms. Imports of 
merchandise rose from Can. $36.9 billion to Can. 
$41.7 billion; in real terms, this jump represents an 
increase of only 1.1%. In 1978, the growth of Cana- 
dian lumber and automobile exports to the U:S. will 
moderate. However, given the decline of the Cana- 
dian dollar to below U.S. $0.90, total exports of 
goods should continue to expand. Similarly, mer- 
chandise import growth will be inhibited by the 
lower dollar and an overall surplus for merchandise 
trade is expected again. 


The situation is quite different on the service 
account. In 1976 Canada exported Can. $7.4 billion 
in services while importing some Can. $13.2 billion, 
for a deficit of Can. $5.8 billion. This results mainly 
from foreign travel and payments of dividends and 
interest on foreign capital. 


In 1977 the deficit on service account was Can. $7.5 
billion and is expected to continue at this level for 
some time. The service deficit clearly exceeds the 
trade surplus, hence, Canada’s persistent deficit on 
current account. 


The dollar reached a high point in 1976, as a result 
of an inflow of long-term capital amounting to 
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Can. $7.9 billion. For 1977, this inflow was reduced 
to Can. $4.3 billion and a further reduction is 
expected in 1978. 


In the public sector, the level of aggregate govern- 
ment (combined federal, provincial and local) 
expenditure on current goods and services and on 
capital formation approached Can. $49.8 billion in 
1977. This figure represents an increase of 8.1% over 
the previous year. As a result of increasing transfer 
payments to individuals and provinces and for debt 
service, the federal deficit has also grown. In fiscal 
1977, federal cash requirements were Can. $8.8 bil- 
lion in excess of revenue; in fiscal 1978, this figure is 
expected to rise to Can. $11 billion. 


The rate of inflation declined during the year from 
a level of 9.5% in 1976 to 6.6% in 1977. In light of 
the lower value of the Canadian dollar and the end 
of price and wage control by the Anti-Inflation 
Board, the level of prices could increase by a further 
7% in 1978. 


The outlook for the*Canadian economy in 1978 is 
one of improved, but still modest, performance. The 
export sector will be the main source of strength 
arising from an expanding U.S. economy. 


Although the prospects for growth in capital spend- 
ing, other than in the energy sector, and for reduc- 
tions in unemployment are poor, GNP is expected to 
increase by 4% in real terms. 
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Investments in Canada 


December 31 
Investment 1977 1976 
(millions) 

Natural resources $102.4 $105.2 
Consumer goods and services 65.1 TO? 
Electric utility 60.8 61.6 
Financial services 28.4 14.3 
Other assets 7AG® 90.7 
Total assets $327.7 $348.0 
Brascan equity $174.1 $154.8 


The Company’s Canadian investments continued to 
show positive earnings results, growth in cash flow 
and the building of potential for further growth. 


Results from operations improved to $6.7 million in 
1977 from $4.5 million in 1976, before the $9.8 mil- 
lion write down of Sukunka. 


Despite a successful year, earnings from Canadian 
investments suffered from the decline in value of the 
Canadian dollar against the U.S. dollar. Exchange 
losses on translation totalled $2.8 million in 1977 
compared to $0.3 million in 1976. 


NATURAL RESOURCES 
Brascan Resources Limited 


Oil and Gas Operations 


Income before interest and taxes for the year ended 
December 31, 1977 was $10.7 million compared to 
$5.7 million for 1976. Income from the Oil and Gas 
Division reflected the continuing strong growth of 
the energy sector in Canada. Cash flow from oper- 
ations increased from $8.5 million in 1976 to $14.0 


million in 1977. For the first time cash flow exceeded 


the cost of the oil and gas exploration program of 
$9.5 million for the year. 


As a result of the success of the exploration and 
development program, and the temporary over- 
supply of natural gas in western Canada, Brascan 
Resources has approximately 67 billion cubic feet 


December 31 
Income 1977 1976 
(millions) 
Income (loss) by segment before 
unallocated expenses: 
Natural resources— 
Oil and gas operations S107 23.3.7. 
Mining operations 0.8 Zol 
Mineral exploration (1.8)5 (2.8) 
Consumer goods and services 4.5 6.5 
Electric utility 5.4 DED 
Financial services 0.7 (0.1) 
Other income—net 2.4 3.0 
22:7 20.4 
Expenses not allocated by segment: 
Interest on long-term debt (11.4) Sd.2)) 
Minority interest (O72) 124) 
Income taxes G9), @4) 
Income $6.7 $4.5* 


*Before Sukunka write down 


(Bcf) of shut-in gas reserves in Alberta. It is expected 
that in the next few years contracts will be placed to 
put these reserves into production. 


Natural gas sales of 14.8 Bcf for the year were 40% 
ahead of 1976. Due to the present oversupply of nat- 
ural gas it is difficult to obtain new sales contracts. 
This oversupply is the result of a number of factors: 
competition from fuel oil, a drop in industrial activ- 
ity in eastern Canada and government policy of 
limiting gas exports to the U.S. 


Oil and natural gas rights owned by the company 
and its affiliates decreased to 10.7 million gross 
acres from 12.1 million primarily because of land 
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surrenders. Brascan’s net interest at year end was 2.9 
million acres, the same as at year end 1976. 


At December 31, 1977, estimated recoverable oil 
and gas reserves were as follows: 


Crude oil and natural 


gas liquids Sales gas 
(millions of barrels) (billions of 
cubic ft.) 
1977 Pat DIDS 
1976 29 253.6 


New discoveries of natural gas in 1977 are estimated 
at 36.4 Bcf. A net increase in proven reserves of 
sales gas of 21.9 Bcf was achieved after deduction of 
1977 production and adjustments in previously 
discovered reserves. 


Production 

During 1977 gas plant capacity was increased from 
50 to 70 million cubic feet per day. Natural gas pro- 
duction showed a corresponding increase from 10.6 
Bcf to 14.8 Bcf. Gross sales of the Oil and Gas Divi- 
sion were $17.3 million in 1977 compared to $10.3 
million in 1976. 


Exploration 


The company participated in drilling 69 gross wells 
during the year for a 64% success ratio. 


Oil Gas Dry Total 
Gross wells 1 43 25 69 
Net wells l 22.6 Websy Shel 
Royalty = 12 14 26 


The company holds an interest in 131,800 gross 
acres in a geological area favourably located for a 
northeastern extension of the West Pembina Nisku 
oil play in Alberta. The western edge of this acreage 
lies approximately 15 miles northeast of the nearest 
known oil discovery. 


The acreage is randomly checkerboarded and covers 
an area of approximately 1,600 square miles. The 
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company holds a 9% gross overriding royalty on the 
major portion of this exploratory acreage. In land 
sales in this area, other operators have purchased 
acreage in selected areas from the Crown at prices 
varying from Can. $200 to Can. $1,800 per acre. 


The Ukalerk C-50 well drilled in 1977 by Dome 
Petroleum Limited on the Hutchison Block in the 
Beaufort Sea has indicated a calculated open flow 
rate of gas in excess of 200 million cubic feet per 
day. Brascan Resources will hold a 6.1% interest in 
this well after Dome has met all of its earnings obli- 
gations. In 1978 it is expected that another well will 
be drilled adjacent to Ukalerk. 


In addition to the above wells, the Isserk E27 loca- 
tion, in which the company has a 3% working inter- 
est, is being drilled at no cost to the company from a 
man-made island in the Beaufort Sea. Planning is 
also under way by other operators to drill three loca- 
tions in the Beaufort Sea during the 1979 drilling 
season. In these locations the company could have 
varying interests from 3% to 6%. 


In addition to continuing exploration for shallow 
gas, more emphasis was placed on establishing other 
deeper geological plays in Alberta, north eastern 
British Columbia and in the oil prone Powder River 
and Julesburg Basins of Wyoming and Nebraska. 
During the year land was also acquired in Montana 
and several exploratory wells are planned for 1978. 


Coal 


Brascan Resources holds some 500,000 acres of coal 
lands in central Alberta, 20% of which are in the 
Wabamun area west of Edmonton, near the produc- 
ing coal strip mines. 


Calgary Power has stated that it intends to build a 
plant at South Sundance. Brascan Resources holds 
40 million tons in the proposed extension to the 
coalfield that would be developed for this plant and 
120 million tons in the surrounding area. Some 550 
million tons of coal reserves are held in areas 
favourable for strip mining, and in addition there 
are 450 million tons of coal reserves which may be 
utilized for types of coal gasification projects. 


During the year the company carried out prelimi- 
nary investigations of coal deposits in eastern B.C. 
and lignite deposits in the South James Bay area of 
Ontario. Other thermal coal properties are being 
examined by the company. 


Western Mines Limited 


Mining Operations 

Brascan’s share of net income before interest and 
taxes declined to $0.8 million from $2.9 million in 
1976. Continuing sluggishness in worldwide base 
metal demand and prices contributed to this decline. 


Total ore reserves of 1,460,000 tons declined as only 
53,000 tons of new ore were delineated, which was 
considerably less than the 297,000 tons mined. 


Outside Exploration 

In 1977 Can. $2.1 million was spent on outside 
exploration projects and Can. $1.5 million was man- 
aged for joint venture partners. A total 57,000 feet of 
exploration drilling was carried out on the Great 
Slave Reef and West Reef projects, Pine Point, 
Northwest-Territories in which Western Mines has a 
potential interest of 40.45%. Drill results indicated 
reserves at year end were 3.8 million tons grading 
12.4% combined lead-zinc. 


A number of uranium properties were explored in 
1977 under a joint venture agreement with the 
Central Electricity Generating Board of the United 
Kingdom. The most promising properties are the 
Dubawnt project in the Northwest Territories, the 


Costigan project, in Saskatchewan, and the Bancroft 
project near the producing Madawaska (Faraday) 
Mine in Ontario. 


CONSUMER GOODS AND SERVICES 


nn Labatt Limited 


Gross sales for the six months ended October 31, 
1977 were Can. $506.1 million, an increase of 4.5% 
over the Can. $484.3 million reported for the same 
period in 1976. 


Net earnings for the six months increased 15.2% to 
Can. $18.7 million compared to Can. $16.2 million a 
year ago. Net earnings were Can. $1.38 per common 
share, on a fully diluted basis, compared with Can. 
$1.22 for the same period last year. 


For the year ended April 30, 1977, gross sales were 
Can. $922.2 million compared with Can. $837.2 mil- 
lion for the previous year, an increase of 10.1%. 
Earnings for 1977, at Can. $28.1 million increased 
15.4% over earnings of Can. $24.3 million before an 
extraordinary gain last year. There were no extraor- 
dinary items in 1977. 


Improved results were shown by all company activ- 
ity areas, brewing, consumer products and agri- 
products. Labatt Breweries of Canada increased its 
market share for the twenty-first consecutive year. 
The company sold 38.7% of all beer sold in Canada, 
up from 38% in the previous year. The company’s 
volume increased by 0.5% to 6.6 million barrels com- 
pared to a decline in total industry volume of 1.3%. 


Intershoe, Incorporated 


Intershoe, Incorporated, Brascan’s shoe distribution 
company, continues to show unsatisfactory operating 
results. 
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Intershoe distributes men’s and women’s shoes in 
the U.S. market. These shoes are produced in the 
U.S. and abroad. 


) TiOr 
ALIUTT 


Income before interest and taxes from the electric 
utility operation of Great Lakes Power at Sault Ste. 
Marie, Ontario was $5.4 million in 1977, compared 
to $5.5 million in 1976. During most of 1977, as in 
1976, water levels were abnormally low. As a con- 
sequence, additional power was purchased from 
Ontario Hydro thereby reducing earnings. In 
November of 1977 normal water levels were restored. 


Energy sales for 1977 were 1.9 billion kilowatt hours, 
approximately the same level attained in 1976. 


Capital expenditures for 1977 amounted to $1.6 mil- 
lion, mainly for transmission and distribution line 
improvements and additions to the electric system 
network. 


Feasibility studies are continuing on a proposed 
project to replace the existing St. Mary’s River hydro- 
electric generating plant with a new plant which will 
increase the generating capacity at this site from 
20,000 kw to 50,000 kw. The necessary government 
approvals for the project are being sought. The cost 
of the project is currently estimated at Can. $80 
million. 


During the year Brascan acquired a 37% interest in 
Lonvest Corporation which has a 66% interest in 
London Life. The other partners with Brascan are 
the Toronto-Dominion Bank and the Jeffery family, 


which formerly controlled London Life. 


Brascan’s interest in the shareholders’ income of 
London Life is approximately 24%. The cost of this 
investment was $13.1 million. 
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The income for the year accruing to the shareholders 
was Can. $3.3 million as compared with Can. $3.0 
million in 1976. Brascan’s share of income, for the 
period July 1, 1977 (effective date of acquisition) to 
December 31, 1977 was $0.5 million. 


London Life, which was incorporated in 1874, is one 
of Canada’s largest and most successful life insurance 
companies. Life insurance in force as of December 
31, 1977 was Can. $24.5 billion, an increase of 12.3% 
from 1976. Assets increased to Can. $2.9 billion from 
Can. $2.6 billion the preceding year. 


In individual life insurance, London Life continues 
to be a major factor in the Canadian market. At 
year end, the company provided Canadians with a 
total of almost Can. $17 billion of individual life 
insurance protection. The number of sales to indi- 
viduals in 1977 showed an increase of 11% com- 
pared to 1976. Similarly, the face value of policies 
issued grew 13% to nearly Can. $2.5 billion, which is 
well above industry averages. 


Triarch Corporation Limited 


Triarch provides a number of merchant banking 
functions as well as investment counselling and port- 
folio management through a subsidiary, Elliott and 
Page Limited. 


At the end of 1977, the ownership of Triarch was 
broadened through the sale of 16% of its stock to its 
employees, 16% to The Provincial Bank of Canada, 
and, subject to U.S. Federal Reserve Bank approval, 
8% to Philadelphia International Investment Bank, 
the parent of Philadelphia National Bank. The asso- 
ciation of these two new outside shareholders pro- 
vides additional sources of professional expertise as 
well as increased exposure to business opportunities. 


Hrascan 


(Incorporated under the laws of Canada) 


Summary of Accounting Policies 


The accounting policies conform with accounting 
principles generally accepted in Canada. 


A summary of these policies is presented below to 
assist the reader in evaluating the financial state- 
ments and other data contained in this report. 


Basis of consolidation 


The consolidated financial statements include the 
accounts of the Company and all its majority-owned 
subsidiaries, including certain Brazilian subsidiaries 
the earnings of which under the present exchange 
regulations of that country are not, or are only par- 
tially, eligible for remittance outside Brazil. 


Acquisition costs of each purchased subsidiary are 
allocated to that subsidiary’s identifiable net assets 
on the basis of the lower of cost and estimated fair 
values at the date of acquisition with any excess 
being carried as goodwill. 


Such goodwill, included in sundry assets on the bal- 
ance sheet, is amortized over its estimated life (not 
exceeding 40 years) subject to writing off additional 
amounts where it is estimated that the value of the 
unamortized balance has been permanently 
impaired. 


Basis of accounting for non-consolidated long-term 
investments 

Investments in which significant influence exists and 
investments in corporate joint ventures are carried 
on the equity method. 


Under the equity method, investments are carried 
on the balance sheet at cost plus the related share of 
undistributed earnings. 


The share of annual net earnings is computed in the 
same manner as for consolidated subsidiaries 
(including amortization of any goodwill arising from 
acquisitions made after April 1, 1974) and is 
reflected currently in income rather than when real- 
ized through dividends. 


Other investments are carried at cost less any 
amounts written off in recognition of a permanent 
decline in value. 


Translation of foreign currencies 
The financial statements are expressed in United 
States dollars. 


Those assets, liabilities, revenues and expenses in 
currencies other than United States dollars have 
been translated into United States dollars sub- 
stantially as follows: 


® Current assets, other than inventories, and current 
liabilities at the rates of exchange prevailing at the 
balance sheet date: 


@ Long-term debt at the rates prevailing when the 
proceeds were converted; 


@ Other assets and liabilities at rates prevailing 
when they were acquired or incurred; 


@ Revenues and expenses at average rates for the 
period except for depreciation, depletion and amor- 
tization provisions, which are at the rates used for 
translation of the related assets. 


When the cruzeiro is devalued relative to the United 
States dollar, the application of the above trans- 
lation procedures gives rise to exchange losses (with 
respect to cruzeiro current assets) and exchange 
gains (with respect to cruzeiro current liabilities). 


The net amounts of such translation gains and 
losses, together with similar adjustments with respect 
to other currency balances, are included in income 
as foreign exchange adjustments. 


Income and withholding taxes 


Income and withholding taxes are accounted for on 
the tax allocation basis. 


Full provision is made in current liabilities for with- 
holding taxes on inter-company interest accrued and 
on subsidiaries’ earnings to the extent that distribu- 
tion of such earnings by way of cash dividends is 
expected in the future. 
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Brazilian subsidiaries’ earnings in excess of antici- 
pated cash dividends are being reinvested on a long- 
term basis and accordingly withholding taxes 
thereon have not been provided. 


Dollar income 

The term “Dollar Income” as set out on the State- 
ment of Consolidated Dollar Income has been used 
in these financial statements to disclose that portion 
of net income generated substantially in dollars 
together with dividend and interest remittances from 
the Brazilian subsidiaries. 


Cost of retirement plans 


Retirement plans exist covering substantially all 
employees. 


Costs charged against income in the year include 
amounts for current and past service. 


Based on the latest actuarial valuations of the vari- 
ous retirement plans, the only material unfunded 
obligation for past service costs exists in the 
Brazilian electric utility subsidiary’s plan which is 
being partially funded by that subsidiary in accord- 
ance with the terms of the plan and customary 
Brazilian practice. 


Substantially all of these costs for the Brazilian elec- 
tric utility will be included in future annual oper- 
ating expenses of the service for which revenues 
should be provided by the regulatory system (see 
below—Electric utility operations—Brazil). 


Amortization of debt expense 


Debt discount and issue expenses are being amor- 
tized over the life of the related debt. 


Electric utility operations—Brazil 
Revenue recognition— 


The regulatory system, known as “service at cost”, 
involves setting customers’ rates for electricity at a 
level which should produce operating revenues suf- 
ficient to cover: 


® operating expenses of the service; 
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@ provisions for depreciation and reversion (see 
below); 


@ the allowable return on the rate base, at rates 
from a minimum of 10% to a maximum of 12% per 
annum; and 


@ adjustments for prior years’ accumulated defi- 
ciency or surplus, if any, of operating revenues. 


The main components of the rate base are the 
month-end balances of plant in service (at depreci- 
ated net book value in cruzeiros monetarily cor- 
rected by co-efficients to compensate for the 
inflationary decline of the currency), materials and 
supplies and an allowance for working capital. 


Electric rates are established periodically based on 
forecasts of costs, sales volume and the rate base. 
These estimates are filed with the regulatory author- 
ity as part of the application for rate revision. New 
rates come into force after review of the application 
and approval or modification by the regulatory 
authority. Because rates are based on estimates there 
may be, in any one year, some surplus or deficiency 
of operating revenues. 


If there is a surplus (i.e., when revenues exceed the 
cost of service), this amount must be taken into 
account in establishing rates in subsequent years, 
and is accordingly excluded from current operating 
revenues, and deferred to such subsequent years. 


If there is a shortfall in revenues, the deficiency is 
recoverable only from future rates and is recorded as 
operating revenues when received. 


Operating revenues include estimated electrical 
energy delivered to consumers in the year, but 
unbilled at the end of that year, at rates in effect 
when delivered. 


Depreciation and accumulated amortization— 


Depreciation is provided at annual rates prescribed 
by the regulatory authority (being approximately 3% 
of monetarily corrected cruzeiro depreciable plant 
on a Straight-line basis). 


The provision for amortization (accumulated prior 
to 1953) may be required to cover part of the 
undepreciated cost of certain utility properties upon 
reversion or other transfer to the conceding 
authorities. 


Reversion— 


Regulations require that certain funds (known as 
reversion funds) generated by the rates (and levied 
at an annual rate, as determined by the regulatory 
authority, of up to 5% of gross monetarily corrected 
cruzeiro plant) be paid on a current basis to Elet- 
robras, the federal power agency, to be used in par- 
tial settlement of the compensation upon ultimate 
reversion of the plant to the conceding authorities 
and/or as a pool of funds to help finance electric 
utility expansion programs throughout Brazil. 


In 1971 and prior years, the electric utility subsidiary 
was permitted to retain and invest these reversion 
funds, together with the interest thereon, in addi- 
tions to plant which form a part of the rate base for 
calculating the allowable return. 


These funds are shown as accumulated reversion on 
the consolidated balance sheet. 


This accumulated reversion is not repayable, but 
would be deducted from the value of the utility 
assets upon reversion to the conceding authorities. 


Interest at an annual rate of 10% computed on 
accumulated reversion after annual monetary cor- 
rection, is payable on a current basis to Eletrobras. 


Allowance for interest on funds used in construction— 
Interest is charged to construction work in progress 
and credited to income at an annual rate of 10%, as 
provided by current regulations, which rate is 
applied to the month-end balances of construction 
work in progress. 


Customers’ contributions for line extensions— 
Regulations call for the costs of certain line exten- 
sions and new connections to be borne by the 
consumer. 


Such costs are included in property, plant and 
equipment and the related cost recoveries are shown 
as customers’ contributions for line extensions. 


These contributions are not repayable and do not 
bear interest, but are deducted in determining the 
rate base upon which the allowable return is calcu- 
lated and its value upon reversion to the conceding 
authorities. 


Retirements— 

Profits or losses on normal disposals of utility prop- 
erty, plant and equipment are credited or charged to 
accumulated depreciation. Profits or losses on the 
disposal of certain land and major service installa- 
tions removed from service with the approval of the 
regulatory authorities are included in consolidated 
income. 


Electric utility operations—Canada 

Depreciation— 

Depreciation is provided on the cost of depreciable 
electric utility plant at an annual rate of 22% ona 
straight-line basis. 


Allowance for interest on funds used in construction— 


Interest is charged to construction work in progress 
and credited to income at a rate approximating the 
current cost of borrowed funds. 


Retirements— 


Profits or losses on normal disposals of utility prop- 
erty, plant and equipment are credited or charged to 
accumulated depreciation. 
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Natural resource operations 

Oil and gas properties— 

The full cost method of accounting is employed 
whereby all costs associated with exploration for and 
development of oil and gas reserves are capitalized 


and charged against income as set out below. 


Such costs include land acquisition costs, geological 
and geophysical expenditures, carrying charges of 
non-producing property, costs of drilling both pro- 
ductive and non-productive wells, and overhead 
expenses related to exploration and development 
activities. 


The costs are accumulated in cost centres as follows: 
@ North America (excluding the Arctic) 

@ Arctic 

@ Foreign areas 


Proceeds from the disposal of properties are credited 
against costs. 


Depletion is provided each year on costs accumu- 
lated in the North America cost centre in the pro- 
portion that the year’s production of oil and gas 
bears to proven reserves (the composite unit of pro- 
duction method). 


Expenditures incurred in the Arctic and in Foreign 
areas are being deferred pending the results of 
exploration still in progress in each area. These costs 
will be depleted, by cost centre, on the basis of 
reserves discovered in each area, or written off to 
income if exploration activities prove unsuccessful or 
the area is abandoned. 


Oil and gas plant and equipment— 


Oil and gas plant and equipment costs are depreci- 
ated on the unit of production basis. 


Mineral exploration costs— 


Mineral exploration costs (including acquisition 
costs, exploration and development expenditures 
and related overhead) pertaining to individual min- 
eral prospects (excluding hydrocarbons) are charged 
to income as incurred until such time as an eco- 
nomic orebody is defined. 
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Coal and other properties— 


Until the commencement of commercial production, 
such properties are carried at cost, less any amounts 
written off in recognition of a permanent decline 

in value. 


Mine plant and equipment— 


The costs of such facilities including amounts capi- 
talized under “mineral exploration costs” above are 
amortized on the unit of production basis. 


Concentrate inventories— 


Mineral concentrate inventories are carried at esti- 
mated realizable value. 


Other operations 

Depreciation— 

Depreciation of equipment and other physical prop- 
erty and amortization of leasehold improvements 
are provided at various rates calculated to extinguish 
the related book values over their estimated 

useful lives. 


investee operations—Canada 
Life insurance— 


The accounting policies of London Life Insurance 
Company (London Life) are those prescribed or per- 
mitted by the Department of Insurance of Canada. 
These requirements, which emphasize liquidity and 
solvency, differ significantly from generally accepted 
accounting principles for commercial and industrial 
organizations as follows: 

@ The costs of acquiring business are expensed 

as incurred. 

@ The costs of certain assets, such as furniture and 
fixtures, vehicles and leasehold improvements, are 
charged direct to income as incurred. 

@ Income taxes are determined on the taxes 
payable basis. 


Income on the equity method is based on earnings 
per share as reported by London Life. 


Statement of Consolidated Income 


FOR THE YEARS ENDED DECEMBER 31 1977 1976 


(Expressed in millions of United States dollars) 


Electric utility—Brazil: 


Operating revenues (note 1) $1,303.7 $1,137.6 
Operating revenue deductions— 
Purchased power 673.0 582.9 
Salaries, wages and other operating expenses 259.4 236.8 
Depreciation 59.0 48.6 
Reversion 92.2 93.8 
1,083.6 962.1 
Operating income 220.1 75.3 
Income deductions— 
Interest on long-term debt 48.3 Seal 
Reversion interest 19.2 18.6 
Allowance for interest on funds used in construction (17.5) (16.6) 
Interest expense—net 50.0 Bde) 
Income on short-term investments (18.8) (31.8) 
Gain on sale of surplus real estate (8.7) (1.6) 
Foreign exchange adjustments 23 14.6 
Equity of minority shareholders 30.0 235 
Income and withholding taxes (notes | and 3) 29.9 28.7 
84.7 109 
Net electric utility income—Brazil (note 1) 135.4 105.0 
Investment and industrial operations (per statements attached): 
Brazil 9.6 m3 
Canada— 
Normal operations 6.7 4.5 
Write down of deferred mine development expenditures (9.8) 
Investment and industrial operations income 16.3 4.0 
Income before general corporate expenses 151.7 109.0 
General corporate expenses 6.5 6.5 
Income before extraordinary gains 145.2 1025 
Extraordinary gains (notes 7 and 15) 6.0 55 
Net income for year $ 151.2 $ 108.0 


Average number (in millions) of ordinary shares 


(Classes A, B and C) outstanding for year (note 11) 26.0 26.0 


Earnings per ordinary share (after preferred dividends): 


Income before extraordinary gains $ 5.47 oe 5-67 
Extraordinary gains .23 A 
Net income for year $ 5.70 $ 4.08 


(See accompanying summary of accounting policies and notes) 
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Statement of Consolidated Investment and Industrial Operations Income—Brazil 


FOR THE YEARS ENDED DECEMBER 31 1977 1976 


(Expressed in millions of United States dollars) 


Income (loss) by segment before unallocated expenses: 


Financial services $ 9.3 Sao 
Consumer and industrial goods and services 6.5 8.4 
Real estate development 1.9 py 
Mining operations 8 yp 
Mineral exploration (5.2) Q2) 
Interest under telephone sale agreement 2.9 ee 
Other income—net 8.5 Ss 
24.7 20.6 
Discontinued operations (1.5) 
Net loss on disposals (1.5) 
24.7 17.6 
Expenses not allocated by segment: 
General and administrative (7.7) (6.2) 
Income and withholding taxes— 
Current (7.5) (22) 
Deferred Al 
Total income $ 9.6 S58 
Subsidiaries’ gross operating revenue by segment is as follows: 
Financial services $ 75.1 $ 56.6 
Real estate development 27.4 18.0 
Mining operations 4.4 3.0 
Discontinued operations 5.6 
$106.9 $ 83.2 


Income (loss) before unallocated expenses has been 
determined after the following: 


Equity in net income of corporate joint ventures $ 5.1 5 8.1 
Expenses— 
Interest 29.0 21.9 
Depreciation, depletion and amortization 1.9 1.8 
Amortization of goodwill | 2 
Minority interest 1.0 L.9 
Foreign exchange adjustments 26.8 23.9 


(See accompanying summary of accounting policies and notes) 
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Statement of Consolidated investment and Industrial Operations Income—Canada 
FOR THE YEARS ENDED DECEMBER 31 1977 1976 


(Expressed in millions of United States dollars) 


Income (loss) by segment before unallocated expenses: 


Oil and gas operations $ 10.7 S0°5,7 
Mining operations 8 23) 
Mineral exploration (1.8) (2.8) 
Consumer goods and services 4.5 6.5 
Electric utility 5.4 a.) 
Financial services ai C1) 
Other income—net 2.4 3.0 
22.1 20.5 


Expenses not allocated by segment: 


Interest on long-term debt (11.4) (11.2) 
Minority interest (.7) (2.4) 
Income taxes— 
Current (.3) (.5) 
Deferred . (3.6) (1.9) 
Total income $ 6.7 $ 4.5 


Subsidiaries’ gross operating revenue by segment is as follows: 


Oil and gas operations $ 16.7 $ 11.4 
Mining operations 14.7 hee) 
Consumer goods and services 9.2 9.1 
Electric utility 29.2 AB) )| 
Financial services 2.4 1.8 

$ 72.2 $ 63.3 


Income (loss) before unallocated expenses has been 
determined after the following: 


Equity in net income of long-term investments $ 6.7 $ 8.6 
Expenses— 
Interest 4 =) 
Depreciation, depletion and amortization 7.0 6.3 
Foreign exchange adjustments 2.0 isi) 


(See accompanying summary of accounting policies and notes) 
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Statement of Consolidated Dollar Income 


FOR THE YEARS ENDED DECEMBER 31 1977 1976 
(Expressed in millions of United States dollars) 
Electric utility—Brazil: 
Remittances from subsidiary 
Dividends $ 31.7 $312 
Interest Sal 6.2 
37.4 37.4 
Withholding taxes 
Dividends (7.9) Ga) 
Interest (.3) (.4) 
(8.2) (8.1) 
29.2, ES) 
Investment and industrial operations: 
Brazil— 
Remittances from subsidiaries 
Dividends 4.7 3.8 
Interest Ls 4 
4.9 4.2 
Withholding taxes 
Dividends (1.3) (.9) 
Interest (aL) 
(1.3) (1.0) 
3.6 322 
Interest under telephone sale agreement 2.9 ane 
6.5 6.4 
Canada— 
Normal operations (per statement attached) 6.7 4.5 
Write down of deferred mine development expenditures (9.8) 
13.2 1.1 
Dollar income before general corporate expenses 42.4 30.4 
General corporate expenses (6.5) (6.5) 
Dollar income before extraordinary gains 35.9 239 
Extraordinary gains 4.5 2:3 
Dollar income for year $ 40.4 $ 26.4 
Per ordinary share (after preferred dividends): 
Dollar income before extraordinary gains $ 1.27 $  .84 
Extraordinary gains 17 10 
Dollar income for year $ 1.44 $  .94 


(See accompanying summary of accounting policies and notes) 
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Statement of Changes in Consolidated Financial Position 
FOR THE YEARS ENDED DECEMBER 31 1977 1976 


(Expressed in millions of United States dollars) 


Funds provided: 
Operations, after deducting dividends paid to minority shareholders 
77-516 331976—$17.6) $202.5 $149.0 
Long-term borrowings 322.4 206.1 
Reduction in deposit receipt pase 
Shares issued net of expenses oz 34.9 
Proceeds on sale of investments 9.0 ly3 
Net settlement on gas company assets 8.9 
Net funds arising on acquisition of subsidiary—Canada 7.0 
Sale of property, plant and equipment 12.0 6.5 
Current portion of sale price of telephone utilities 4.7 4.4 
Miscellaneous changes in various assets and liabilities 1.8 a) 
582.3 436.8 
Funds used: 


Expenditures on property, plant and equipment— 


Utility—Brazil 284.9 261.7 
Other 14.9 14.9 
Reduction in long-term debt 795 40.5 
Dividends 30.8 Di heal 
Redemption of subsidiary’s preferred shares 29.3 
Long-term deposit receipt 2901 
Increase (decrease) in loans and long-term finance and leasing contracts 26.6 (1.6) 
Increase in non-utility investments 29.2 8.1 
Increase (decrease) in utility materials and supplies Sy) (4.1) 
500.9 876.9 
Increase in net current assets 81.4 599 
Net current assets at beginning of year 66.1 6.2 
Net current assets at end of year $147.5 $ 66.1 
Brazil $ 98.2 By AST 
Canada 49.3 42.4 
$147.5 $ 66.1 


(See accompanying summary of accounting policies and notes) 
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Consolidated Balance Sheet 


DECEMBER 31 1977 1976 
(Expressed in millions of United States dollars) 
Assets 
Current assets (per statement attached): 
Brazil $ 529.3 $ 400.1 
Canada 80.6 81.9 
609.9 482.0 
Investments: 
Brazil— 
Government-guaranteed obligations (note 4) 43.2 47.9 
Shares of and loans to corporate joint ventures 
on the equity method (note 5) 3/3 47.5 
Shares and debentures at cost less amounts written off 11.0 9.7 
111.5 105.1 
Canada— 
Shares of Canadian companies on the equity method (notes 5 and 6) 73.0 (Ee 
Deposit receipt 29.4 
Other investments at cost less amounts written off (note 7) 6.8 8.3 
79.8 Lii2 
Other assets: 
Brazil— 
Utility materials and supplies at average cost (note 8) 41.8 36.1 
Interest-bearing secured loans 52.6 oa 
Long-term finance and leasing contracts receivable 11.2 5.8 
Other long-term receivables 29.2 18.0 
Deferred real estate development expenditures 1.6 Za) 
Sundry, including debt discount and issue expenses (1977—$6.0; 1976—$2.4) 20.9 13.9 
157.3 108.6 
Canada— 
Interest-bearing secured loans 3.5 zal 
Long-term receivables 18.2 6.1 
Sundry, including debt discount and issue expenses (1977—$2.1; 1976—$2.5) 7.4 6.8 
29.1 15.0 
Property, plant and equipment at cost less accumulated depreciation, 
depletion and amortization (per statement attached): 
Brazil 1,864.0 1,621.9 
Canada 138.1 139.9 
2,002.1 1,761.8 
$2,989.7 $2,583.7 


(See accompanying summary of accounting policies and notes) 
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DECEMBER 31 1977 1976 


Liabilities 
Current liabilities (per statement attached): 
Brazil $ 431.1 $ 376.4 
Canada 31.3 39.5 
462.4 415.9 
Other liabilities: 
Brazil— 
Long-term debt (per statement attached) 667.6 446.6 
Bank indebtedness 22.0 IQ 
Long-term deposits 52.9 30.3 
Other long-term liabilities 1.6 Sill 
Accumulated reversion 164.6 164.6 
Customers’ contributions for line extensions 46.7 44.4 
Minority interest 171.8 153:2 
1,127.2 856.9 
Canada— 
Long-term debt (per statement attached) 104.1 108.2 
Bank and other indebtedness 2.0 1:9 
Minority interest 12.3 38.4 
Deferred income taxes 4.0 a3 
122.4 153.8 
Shareholders’ equity: 
Capital (note 11)— 
Authorized: 
929 6% cumulative convertible preference shares of a par value of 
Can. $100.00 each (1976—929) 
7,997,900 preferred shares issuable in series (1976—8,000,000) 
105,000,000 ordinary (Classes A, B and C) shares of no par value 
Issued and outstanding: 
929 6% preference shares (1976—929) Al ail 
1,397,900 84% cumulative redeemable preferred shares Series A 
of a par value of Can. $25.00 each (1976—1,400,000) 35.9 36.0 
28,333,285 ordinary (Classes A, B and C) shares (1976—28,315,285) 200.2 199.9 
236.2 236.0 
Retained earnings 1,066.1 945.7 
1,302.3 asa 
Less 2,293,522 ordinary shares held by a subsidiary, at cost 24.6 24.6 
LQ Petal 
$2,989.7 $2,583.7 
On behalf of the Board: J. H. Moore 
Directors 


A. J. MacIntosh 


(See accompanying summary of accounting policies and notes) 
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Statement of Consolidated Current Assets and Liabilities and Changes in Components 


of Consolidated Working Capital 


DECEMBER 31 INCREASE (DECREASE) 
1977 1976 1977 1976 
(Expressed in millions of United States dollars) 
Brazil (notes 2 and 8): 
Current assets— 
Cash $ 15.0 $106.8 $ (91.8) esa 
Bank deposit (note 8) 148.7 148.7 
Treasury bills and other short-term investments 41.5 162 25.3 5.8 
Interest-bearing secured loans 158.3 122°5 35.8 42.2 
Finance and leasing contracts receivable 19.9 14.7 5.2 (4.4) 
Accounts receivable and other 142.4 13535 6.9 UL: 
Government-guaranteed obligations due within 
one year (note 4) a5 4.4 (.9) mm) 
529.3 400.1 129.2 80.2 
Current liabilities— 
Bank indebtedness 3.7 1:9 1.8 (2) 
Accounts payable and accrued charges 179.8 196.0 (16.2) 21.4 
Short-term deposits 93.8 225 13 50.2 
Bills of exchange payable 18.8 V2 7.6 (4.5) 
Income and other taxes payable 44.6 42.1 2.5 (1322) 
Current portion of long-term debt 74.4 22.8 51.6 ) 
Interest and dividends due and accrued 16.0 ye) 6.1 3.0 
431.1 376.4 54.7 64.4 
Net current assets (Brazil) 98.2 pe 74.5 15.8 
Canada: 
Current assets— 
Cash 21.5 6.0 15.5 2.8 
Deposit receipts 2292 43.3 (21.1) ode} 
Short-term investments at cost, which approximates market 11.3 8.8 2.5 8.1 
Accounts receivable and other 19.4 18.4 1.0 (4.2) 
Mineral and other inventories 6.2 5.4 8 23 
80.6 81.9 (1.3) 8231 
Current liabilities— 
Bank indebtedness 4.1 yo) (1.4) (9.8) 
Accounts payable and accrued charges 8.7 10.1 (1.4) (8.1) 
Dividends and interest due and accrued 13.4 14.5 (1.1) J, 
Current portion of long-term debt Ss ee) (3.4) Lg 
Income and other taxes payable -) (.9) 3 
31.3 39.5 (8.2) (12.0) 
Net current assets (Canada) 49.3 42.4 6.9 44.1 
Total net current assets $147.5 $ 66.1 $ 81.4 $ 59.9 


(See accompanying summary of accounting policies and notes) 
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Statement of Consolidated Property, Plant and Equipment 
DECEMBER 31 1977 1976 


(Expressed in millions of United States dollars) 


Brazil: 
Utility plant (note 8)— 
Plant in service $2,201.8 $1,912.7 
Construction work in progress 172.0 174.0 
Other physical property 2.3. 2.4 
Total, at cost 2,376.1 2,089.1 
Less accumulated depreciation 521.9 477.0 
1,854.2 ol 
Unrealized balance of gas company assets (note 9) 21.0 21.0 
1,875.2 5633.4 
Less accumulated amortization 34.4 34.4 
1,840.8 1,598.7 
Other— 
Land and buildings 17.6 18.3 
Machinery, equipment, furniture and leasehold improvements 10.3 9.1 
Total, at cost 27.9 27.4 
Less accumulated depreciation, depletion and amortization 4.7 4.2 
23.2 232 
$1,864.0 $1,621.9 
Canada: 
Electric utility plant $ 89.6 $ 88.2 
Oil and gas properties (note 10) 69.0 67.3 
Mine plant and equipment 15.5 15.4 
Oil and gas plant and equipment 8.0 6.6 
Coal and other properties Sih oy) 
Office furniture, equipment and leasehold improvements 1.4 1.4 
Total, at cost 189.2 184.6 
Less accumulated depreciation, depletion and amortization— 
Electric utility plant 32.4 305 
Oil and gas properties 8.1 5.8 
Mine plant and equipment 8.1 Gai 
Oil and gas plant and equipment 1.7 1.0 
Coal and other properties 2 l 
Office furniture, equipment and leasehold improvements 6 6 
Sit 44.7 
$ 138.1 ve ESE 
Statement of Consolidated Retained Earnings 
FOR THE YEARS ENDED DECEMBER 31 1977 1976 
(Expressed in millions of United States dollars) 
Balance at beginning of year $ 945.7 $ 866.7 
Net income for year 151.2 108.0 
1,096.9 974.7 
Deduct: 
Dividends (note 12) 30.8 qe) 
Commission and issue expenses of Series A preferred shares 13 
30.8 29.0 
Balance at end of year $1,066.1 $945.7 


(See accompanying summary of accounting policies and notes) 
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Statement of Consolidated Long-Term Debt—Brazil (note 8) 


DECEMBER 31 1977 1976 
(Expressed in millions of United States dollars) 
Brascan International B.V. (guaranteed by Brascan Limited): 
814% bonds due annually 1978 to 1987 in U.S. dollars cs $ 17.5 $ 18.5 
Light-Servicos de Eletricidade S.A.: 
U.S. dollar bank loans at rates from 1% to 2%% over London interbank 
rate, due semi-annually 1978 to 1986 a 594.6 372.4 
84% bonds due 1982 in Deutsche marks (equivalent to $47.7 at year-endrate) ** 41.4 
Export Development Corporation 742% loan, due in equal semi-annual 
instalments 1978 to 1988, in Canadian dollars be 24.4 DB eo: 
United States of America Alliance for Progress 52% loan, due 
in equal semi-annual instalments 1978 to 1984, in U.S. dollars or, at 
the lender’s option, in equivalent cruzeiros ss 18.1 20.6 
International Bank of Reconstruction and Development, 6% and 74% loans, 
due semi-annually 1978 to 1993, substantially in U.S. dollars tae 15.4 3.0 
Canadian dollar 9%% bank loan, due semi-annually 1978 to 1979 SZ 4.] 
Supplier financing, due semi-annually to 1986 27.4 25.6 
742.0 469.4 
Less current portion included in current liabilities 74.4 22.8 
$667.6 $446.6 
*Proceeds loaned to Light-Servigos de Eletricidade S.A. 
**Guaranteed by the Federal Government of Brazil (except for $194.6 of U.S. dollar bank loans) 
Maturities and sinking fund requirements during the next five years are as follows: 
1978—$74.4 1980—$99.9 1982—$173.4 
1979— 93.6 1981— 80.6 
Statement of Consolidated Long-Term Debt—Canada 
DECEMBER 31 1977 1976 
(Expressed in millions of United States dollars) 
Canadian dollar bank loan at a rate 14% above the minimum commercial 
bank lending rate in Canada, due semi-annually 1978 to 1980 $ 13.3 S11TA 
Brascan International B.V.: 
8.3% loan from a consortium of Japanese banks due annually 1982 to 1988, 
in U.S. dollars * 30.0 30.0 
8'2% bonds due annually 1979 to 1988 in Deutsche marks 
(equivalent to $47.7 at year-end rate) ; 35.9 33:9 
Brascan International Capital Corporation: 
94% notes due 1978 to 1982 in U.S. dollars 30.0 30.0 
Great Lakes Power Corporation Limited: 
54% sinking fund debentures due 1977, in Canadian dollars 3.4 
109.2 116.7 
Less current portion included in current liabilities 5.1 8.5 
$104.1 $108.2 


*Guaranteed by Brascan Limited 


Maturities and sinking fund requirements during the next five years are as follows: 


1978—$5.1 1980—$4.6 1982—$33.9 


1979— 7.9 1981— 4.6 


(See accompanying summary of accounting policies and notes) 
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Notes to Consolidated Financial Statements 


1. Electric utility operations—Brazil 

Rate base 

The rate structure regulations are described in the 
summary of accounting policies. 


All rate adjustments approved to date under the 
“service at cost” system relate to the calculation by 
the electric utility subsidiary of its rate base. In 1974 
the findings of a Government Commission were for- 
mally confirmed which established the physical 
existence and the monetarily corrected cruzeiro cost 
less applicable depreciation of the plant in service as 
at December 31, 1972. These cruzeiro values, 
together with subsequent monetary correction, were 
adjusted in the accounts in 1974 and were approx- 
imately 0.3% below the equivalent book value. In 
addition, the electric utility subsidiary’s submission 
of accounts for the cost of service for 1974 through 
1976 has been approved by the regulatory authority, 
which approval constitutes confirmation of the value 
of the rate base for those years. 


Electric utility income from January 1, 1965 may 
still be subject to adjustment through future rates to 
reflect changes in the rate base arising from the 1974 
findings of the Commission. Any adjustment is not 
expected to be material. 


The rate of return earned in both 1976 and 1977 was 
12% on the rate base. 


Depreciation 

Legislation introduced in 1976 and 1977 requires 
certain changes with respect to accounting for depre- 
ciation effective in 1977. These changes did not have 
a material effect on 1977 income. While their impact 
on future years’ income cannot be assessed at this 
time, no adverse material impact is expected from 
this legislation. 


Corporate profits taxes 

Provision for these taxes has been made at 6%, the 
rate applicable to electric utilities. In addition, a 5% 
distribution tax is provided by the electric utility 
subsidiary on dividends paid with the exception of 
those paid to Brazilian domiciled corporations. 


2. Exchange regulations 

Remittances from Brazil are subject to the exchange 
regulations of that country. Inter-company interest 
and related sinking fund payments from the electric 


utility subsidiary, together with payments under the 
telephone sale agreement, are fully remittable in 
dollars. Dividend payments by the electric utility 
subsidiary on the Company’s direct investment are 
47.7% remittable in dollars with the balance being 
available in cruzeiros in Brazil. In addition, dividend 
payments by the Brazilian investment subsidiaries 
are partially remittable in dollars. 


Within the limits of their capitalization and earnings 
in each year, Brazilian subsidiaries declare dividends 
sufficient to realize maximum dollar remittances 
under the capital registrations for investments 
therein, without attracting supplementary with- 
holding taxes (note 3). Net subsidiary income above 
this level is generally capitalized by stock dividends 
in order to increase the capitalization and, to the 
extent permitted by Brazilian capital registration 
legislation, to increase the registered capital base 
upon which future dividends may be remitted. 
Recent changes in Brazilian company and income 
tax laws may give rise to alterations in capitalization 
and registration procedures in the future. 


Based on the registration certificates on hand at 
December 31, 1977, the registered capital (expressed 
in equivalent U.S. dollars) for all share investments 
in Brazilian subsidiaries was approximately $261 
million. In addition debt instruments amounting to 
$111 million, including $47 million in respect of pay- 
ments under the telephone sale agreement, were 
similarly registered. 


3. Withholding taxes—Brazil 

Interest payments by subsidiaries in Brazil are 
subject to an effective Brazilian withholding tax rate 
of 5%. 


Dividend payments by subsidiaries in Brazil are sub- 
ject to the regular Brazilian withholding tax rate of 
25%. Should dollar dividend payments after regular 
withholding taxes exceed 12% of the registered dol- 
lar capital, averaged over the preceding three years, 
additional taxes would be payable on a graduated 
scale from 40% to 60% on the net excess. 
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Withholding taxes have been provided for on $83.1 
million of Brazilian subsidiaries’ current earnings. 


4. Government-guaranteed obligations 

This amount, together with interest at 6%, is receiv- 
able in equal quarterly instalments from January I, 
1979 to January 1, 1986 with respect to the sale of 
the telephone utilities in 1966 to an agency of the 
Federal Government of Brazil. Payments under the 
sale agreement carry the guarantee of that 
Government. 


There is an obligation to reinvest 75% of the princi- 
pal in other enterprises in Brazil over the term of the 
agreement. The amounts receivable within one year 
are included under current assets. 


Under the terms of the Canadian dollar bank loan 
of $13.3 million, these holdings may not be sold or 
otherwise encumbered without the prior written con- 
sent of the lenders. 


investments on the equity method 


These investments are comprised of the following: 


Millions 
1977 1976 
Brazil*— 
Swift-Armour $14.6 $11.9 
Skol-Caracu 16.4 iW b-S) 
Fabrica Nacional de Vagées 12.6 11.8 
Embrasca 8.2 Tet 
Parati 5.5 4.8 
$57.3 $47.5 
Canada— 
John Labatt $59.4 $57.6 
Canadian Cablesystems 15.6 
London Life 13.6 
$73.0 $732 


*In addition, interest-bearing secured loans from affiliates in 
Brazil amount to $9.3 million (1976—$3.8 million). 


6. Shares of Canadian companies 

on the equity method 
A 24.4% interest in London Life was acquired dur- 
ing the year through a holding company, Lonvest 
Corporation, for a cash consideration of $13.1 mil- 
lion. An interest in the following net assets (in mil- 
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lions) was acquired in this transaction which was 
recorded under the purchase method of accounting. 


Assets $2,615.4 
Liabilities 2,490.3 
Net assets acquired at values 

assigned on purchase [25:1 
Deduct interests of policyholders 

and other shareholders 112.0 
Purchase price = el ee 


Under certain circumstances there are requirements 
to purchase additional issued shares of Lonvest, at 
prices determined in accordance with a formula, for 
a consideration of up to Can. $16 million. 


During the year, the investment in Canadian Cable- 
systems Limited was sold at a price approximating 
its carrying value. 


7. Extraordinary gains 


During 1977 the investment in Austen & Butta 
Limited was sold at a profit of $3.6 million which is 
shown as an extraordinary gain in consolidated 
income together with the gains referred to in note 15. 


8. Long-term debi—Brazil 


Long-term debt—Brazil (with the exception of most 
supplier financing) is secured by debentures of Light 
carrying a floating charge on its assets. These assets 
consist principally of utility plant in service, construc- 
tion work in progress, utility materials and supplies, 
and approximately $290 million of current assets. 


In addition to the interest rates shown as payable on 
USS. dollar bank loans, local borrowing commissions 
ranging from %4% to 2% are payable on certain of the 
loans totalling $35 million. 


Under a Brazilian Central Bank resolution issued in 
November 1977, $148.7 million proceeds of a $150 
million loan received in December 1977 were placed 
on deposit with a Brazilian bank. Such deposits 
remain in the originating currency without interest; 
however, interest and witholding tax costs of the 
related debt are borne by the Central Bank until 
such funds are withdrawn. 


9. Unrealized balance of gas company assets 


This represents the book value of the unrealized bal- 
ance of the assets of the gas plant in Rio de Janeiro 
which was transferred to a local Government 
authority in 1969. The compensation for these assets 


has not been finally determined but no net loss on 
settlement is expected. 


10. Oil and gas properties 

The following is a summary (in millions) of the cost 

of oil and gas properties by cost centre and the 

related accumulated depletion as at December 31: 
1977 


Accumulated 
Cost Depletion Net 


North America (excluding 
the Arctic) $60.4 $ 8.1 $52.3 
Arctic 8.6 8.6 


$69.0 $ 8.1 $60.9 


1976 


Accumulated 
Cost Depletion Net 


North America (excluding 
the Arctic) $58.7 $ 5.8 $52.9 
Arctic 8.6 8.6 


$67.3 $ 5.8 $61.5 


At December 31, 1977 proven reserves are estimated 
by the Company at 275.5 (1976—253.6) billion cubic 
feet of sales gas and 2.7 (1976—2.9) million barrels 
of oil. 


11. Share capital 
Preferred 


The Company’s authorized preferred share capital 
consists of 7,997,900 (1976—8,000,000) shares of an 
ageregate par value not exceeding Can. $200.0 mil- 
lion, such class to be issued in one or more series as 
determined by the directors. The preferred shares of 
each series rank equally with the preferred shares of 
every other series, and are entitled to preference 
over the ordinary shares of the Company on the decla- 
ration of dividends and on distribution on winding up. 


The first series of preferred shares consists of 
1,397,900 (1976—1,400,000) 842% cumulative 
redeemable Series A preferred shares, with a par 
value of Can. $25.00 each designated as “8'2% Tax- 
deferred Preferred shares Series A”, and the second 
series of preferred shares consists of 1,400,000 
(1976—1,400,000) 10% cumulative redeemable pre- 
ferred shares, Series B, with a par value of Can. 
$25.00 each. Each Series A share is convertible after 


April 15, 1988, into one Series B preferred share. 
The dividends on the Series A shares will continue 
to be treated as tax-deferred income in the hands of 
Canadian shareholders. 


The preferred shares are subject to a maximum non- 
cumulative quarterly purchase obligation totalling 
4,667 shares per month. After July 15, 1983, the 
Company may redeem the 84% Series A preferred 
shares at a premium of Can. $1.00 per share reduc- 
ing by Can. $0.25 annually to 1987 and par thereafter. 


During 1977, 2,100 preferred shares were redeemed 
for $0.1 million. 


Ordinary 

The authorized and issued ordinary shares of the 
Company are without nominal or par value. The 
ordinary share capital at December 31, 1977 is sum- 
marized below: 


Shares Shares 
Authorized Issued 
Class A convertible 50,000,000 23,779,080 
Class B convertible 50,000,000 1,909,130 
Class C convertible 
(non-voting) 5,000,000 2,645,075 
Less Class A convertible 28,333,285 
shares held by a subsidiary 
(non-voting) 2.293.522 
26,039,763 


The total Class A, B and C shares issued and out- 
standing at any one time may not exceed 50,000,000 
shares. 


The Class A, B and C ordinary shares rank equally 
in all respects except for the following: 


@ During 1978, dividends on Class B shares may 
continue to be paid out of certain defined portions 
of retained earnings resulting in a different Cana- 
dian tax treatment when such dividends are received 
by shareholders. Certain amendments to the Income 
Tax Act (Canada) are designed to eliminate this dif- 
ferential in treatment, commencing with 1979. 


@ Class C shares are non-voting unless the Com- 
pany has failed to pay any dividend on the shares 
for two consecutive years. 


During 1977, 2,702,438 Class C ordinary shares were 
issued to replace Class A shares held in bearer form. 
In addition the following ordinary share conversions 
took place: 


4] 


1977 1976 


Class A into Class B 27-505 814,201 
Class C into Class A 34,399 = 
Class C into Class B 22,964 = 


Under the Company’s share purchase plans, 18,000 
Class A ordinary shares were issued at $12.20 per 
share during 1977 (1976—21,640 shares) to officers 
and employees, financed by loans from the Com- 
pany. At December 31, 1977 the amount of loans 
under these plans, included in sundry assets, was 
$1.4 million (1976—$1.5 million) including $0.6 mil- 
lion (1976—$0.7 million) to certain directors and 
officers. 


Share constraints 

The Company has been declared a constrained share 
company within the meaning of the Canada Corpo- 
rations Act. The purpose of these constraints is to 
restrict the issue and transfer of the Company’s vot- 
ing shares so as to assure that: 


not more than 49% of the Company’s outstanding 
voting shares are controlled by non-Canadians as a 
group, and 


not more than 10% of such shares are controlled by 
any one non-Canadian or by an associated group of 
non-Canadians. 


12. Dividends 
Cash dividends, together with the related tax on 
undistributed income, consisted of the following: 


Millions 
1977 1976 


Ordinary: 
Class A and Class C 
U.S. $1.08 per share $28.6 
U.S. $1.00 per share $26.7 
Class B 
U.S. $1.0425 per share 1.8 
U.S. $0.85 per share 13 


Related tax paid on 
undistributed income 
U.S. $0.0375 per share il 
U.S. $0.15 per share 2 


Paid to a subsidiary 
U.S. $1.08 per share (2.5) 


U.S. $1.00 per share (2.2) 


Total ordinary 28.0 26.0 
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Preferred: 
6% preference shares 
Can. $6.00 per share _ 
Preferred Series A 
Can. $2.125 per share 2.8 
Can. $1.0625 per share LS 
Related tax paid on 


undistributed income 
Can. $0.0123 per share — 


Can. $0.1875 per share so 
Total preferred 2.8 Ig7 
Total dividends $30.8 $2 del 


Under current regulations (see note 16) dividends 
which may be declared on the ordinary shares in the 
period ending October 13, 1978 are restricted in 
total to U.S. $1.1448 per share. 


13. Comparative figures 


Certain of the prior years’ accounts have been 
reclassified to conform with the 1977 presentation. 


14. Commitments and contingencies 


e@ Total commitments outstanding for construction, 
equipment, etc. at December 31, 1977 were approx- 
imately $207 million. In addition, the Company’s 
Brazilian investment bank and other subsidiaries are 
contingently liable as guarantors on loans and other 
contracts of approximately $39 million. 


@ As at December 31, 1977, total unfunded pension 
plan obligations with respect to past service 
amounted to $50.3 million of which $50.2 million 
(1976—$51.7 million) relates to the Brazilian electric 
utility subsidiary’s plan. This unfunded obligation 
includes $4.5 million relating to members eligible to 
retire at January 1, 1975, the date of inception of the 
plan, and is being funded and expensed by the com- 
pany through 1984 and is not treated as a cost of 
service. 


The remainder of the unfunded past service obliga- 
tion ($45.7 million) is being funded and expensed 
under the terminal funding method pursuant to 
Brazilian practice. It is expected that such costs will 
be included in future annual operating expenses of 
the service for which revenues will be provided by 
the regulatory system (see summary of accounting 
policies—electric utility operations—Brazil). 


Pension costs for the Brazilian electric utility in 1977 
amounted to $9.0 million including $2.9 million for 
interest paid on the unfunded obligations. 


@ Annual rental commitments under various long- 
term lease agreements total approximately $5.2 
million. 


15. Income taxes 


The following non-capital losses for tax purposes are 
available to reduce such taxable income as may arise 
in subsequent years. 


Millions 
1977 1976 
Brazil $ 4.4 ny IAS) 
Canada 13.9 10.9 


Income tax recoveries of approximately $2.4 million 
resulting from the application of loss carry-forwards 
were realized during the year and are reflected as 
extraordinary gains (note 7). 


In addition, in Canada net capital losses for tax pur- 
poses amounting to $7 million are available to 
reduce such taxable capital gains as may arise in 
subsequent years. 


16. Anti-Inflation Program 
Under the federal government’s anti-inflation pro- 


gram the Company is subject to mandatory com- 
pliance with legislation which controls prices, profit 


margins, employee compensation and shareholder 
dividends. Controls relating to prices, profit margins 
and employee compensation are scheduled to be in 
force until December 31, 1978 while controls on 
shareholder dividends end October 13, 1978. Accord- 
ingly, the ability of the Company and its Canadian 
subsidiaries to increase prices, profit margins and 
dividends may be restricted during this period. 


Non-Canadian activities, which represent the bulk of 
operations, are not affected by this legislation. 


17. Remuneration of directors and officers 


Number of 
Directors Officers cme ee 
also 
Paid by: Number Thousands Number Thousands directors 
The 
Company 25 $142 18 = $1,097 7 
One 
subsidiary l 93 | 
A second 
subsidiary | 61 l 
A third 
subsidiary ] 100 l 
A fourth 
subsidiary l 24 


Auditors’ Report 


To the Shareholders of Brascan Limited: 


We have examined the consolidated balance sheet and 
the statements of consolidated current assets and 
liabilities, property, plant and equipment and long- 
term debt of Brascan Limited as at December 31, 
1977, and the statements of consolidated income, 
investment and industrial operations income, dollar 
income, retained earnings and changes in consolidated 
financial position for the year then ended. Our exam- 
ination was made in accordance with generally 
accepted auditing standards, and accordingly included 


such tests and other procedures as we considered nec- 
essary in the circumstances. 


In our opinion, these consolidated financial statements 
present fairly the financial position of the company as 
at December 31, 1977 and the results of its operations 
and the changes in its financial position for the year 
then ended in accordance with accounting principles 
generally accepted in Canada applied on a basis con- 
sistent with that of the preceding year. 


Chien LANE Cb, 


Chartered Accountants 


43 


Toronto, Canada 
March 20, 1978 


Analysis of Consolidated income by Currency 


Source 


FOR THE YEARS ENDED DECEMBER 31 Brazil 


Canada 


Total 


Cruzeiros 


Currency 


Dollars 


Total 


 ———————— 


(Expressed in millions of United States dollars) 


1977 
Income (loss): 
Electric utility $135.4 $ 5.4 $140.8 $106.2 $ 34.6 $140.8 
Financial services on of 10.0 4.6 5.4 10.0 
Consumer and industrial goods and services 6.5 4.5 11.0 6.5 4.5 11.0 
Real estate development 1.9 1.9 hey 2 1.9 
Oil and gas operations 10.7 10.7 10.7 10.7 
Mining operations 8 8 1.6 8 8 1.6 
Mineral exploration (5.2) (1.8) (7.0) (52) (1.8) (7.0) 
Interest under telephone sale agreement pie) 2.9 Zo 2.9 
Other income—net 8.5 2.4 10.9 8.5 2.4 10.9 
160.1 2231 182.8 123.1 oi MN) 182.8 
Expenses not allocated by segment (15.1) (16.0) (31.1) (13.8) (17.3) (31.1) 
General corporate expenses (6.5) (6.5) (6.5) (6.5) 
Income before extraordinary gains $145.0) Siar $145.2 $109.3 $ 35.9 $145.2 
Per ordinary share (after preferred dividends): 
Income (loss) before extraordinary gains $ 5.57 $ (.10) $ 5.47 $ 4.20 $: 1:27 $ 5.47 
1976 
Income (loss): 
Electric utility $105.0 Salad $110.5 Sy SE $ 34.8 $110.5 
Financial services 7.9 (.1) 7.8 4.1 oof 7.8 
Consumer and industrial goods and services 8.4 6.5 14.9 8.4 6.5 14.9 
Real estate development 252 2.2 1.8 4 2.2 
Oil and gas operations al art! Ser 5.7 
Mining operations 7) Det 2.9 sb Ded 2.9 
Mineral exploration (2.2) (2.8) (5.0) (2.2) (2.8) (5.0) 
Interest under telephone sale agreement ae SPs a2 3.2 
Other income—net y) 3.0 3.9 © ~3.0 3.9 
125.6 20.5 146.1 88.9 SI 146.1 
Write down of deferred mine 
development expenditures *(9.8) (9.8) *(9.8) (9.8) 
Discontinued operations (1) (1.5) (1.5) (1.5) 
Net loss on disposals (15) (1.5) (1.5) (1.5) 
122.0 10.7 133.3 85.9 47.4 133.3 
Expenses not allocated by segment (8.3) (16.0) (24.3) US) (17.0) (24.3) 
General corporate expenses (6.5) (6.5) (6.5) (6.5) 
Income (loss) before extraordinary gains $114.3 $ (11.8) $102.5 $ 78.6 Sec, $102.5 
Per ordinary share (after preferred dividends): 
Income (loss) before extraordinary gains $ 4.39 $ (.52) $ 3.87 $ 3.03 $ .84 $ 3.87 
Write down of deferred mine development 
expenditures (deducted above) *(38) *(.38) 
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Analysis of Changes in Consolidated Financial Position by Currency 


1977 1976 
FOR THE YEARS ENDED DECEMBER 31 ; 
Cruzeiros Dollars Total Cruzeiros Dollars Total 
(Expressed in millions of United States dollars) 
Funds provided: 
Operations after deducting dividends 
paid to minority shareholders $158.1 $ 44.4 $202.5 $111.8 > 37.2 $149.0 
Long-term borrowings 322.4 322.4 176.0 30.1 206.1 
Reduction in deposit receipt 29.7 29.7 
Shares issued net of expenses 2 4 34.9 34.9 
Proceeds on sale of investments 9.0 9.0 i) hie) 
Net settlement on gas company assets 8.9 8.9 
Net funds arising on acquisition 
of subsidiary—Canada 7.0 i0 
Sale of property, plant and equipment 10.1 1.9 12.0 6.0 ) 6.5 
Current portion of sale price of 
telephone utilities 2.6 2.1 4.7 3.1 1.3 4.4 
Miscellaneous changes in various 
assets and liabilities (2.4) 4.2 1.8 6.5 (4.0) 2 
Repayment of subsidiary debt to parent (5.8) 5.8 (6.1) 6.1 
485.0 97.3 582.3 306.2 130.6 436.8 
Funds used: 
Expenditures on property, plant and 
equipment— 
Utility—Brazil 284.9 284.9 261.7 261.7 
Other 3.1 11.8 14.9 2.4 122 14.9 
Reduction in long-term debt 75.4 4.1 79.5 239 16.6 40.5 
Dividends 30.8 30.8 Dad Pk 
Redemption of subsidiary’s preferred shares 29.3 29.3 
Long-term deposit receipt 294 207 
Increase (decrease) in loans and long-term 
finance and leasing contracts 25.3 1.3 26.6 (1.6) (1.6) 
Increase in non-utility investments 16.1 13.1 29.2 8.1 8.1 
Increase (decrease) in utility materials 
and supplies 5.7 57 (4.1) (4.1) 
410.5 90.4 500.9 290.4 86.5 376.9 
Increase in net current assets 74.5 6.9 81.4 15.8 44.1 50,0. 
Net current assets (liabilities) at beginning 
of year 23.7 42.4 66.1 (RS (GE) 6.2 
Net current assets at end of year $ 98.2 $ 49.3 $147.5 neat $ 42.4 $ 66.1 
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Comparative Statement of Consolidated Income 
FOR THE YEARS ENDED DECEMBER 31 1977 1976 1975 1974 1973 
(Expressed in millions of United States dollars) 


Electric utility—Brazil: 


Operating revenues $1,303.7 Ny Re $1,016.1 $ 799.4 $ 625.4 
Operating revenue deductions— 
Purchased power 673.0 582.9 494.7 380.1 209.1 
Salaries, wages and other operating expenses 259.4 236.8 2153 174.3 148.5 
Depreciation 59.0 48.6 43.4 34.9 28.9 
Reversion 97.2 93.8 66.5 43.5 38.0 
1,083.6 962.1 819.9 632.8 474.5 
Operating income 220.1 1735 196.2 166.6 150.9 
Income deductions 84.7 70.5 79.6 47.7 440 
Net electric utility income—Brazil 135.4 105.0 116.6 118.9 106.9 
Investment and industrial operations: 
Brazil 9.6 ES (16.0) 43 22.1 
Canada 6.7 a es) (.4) 1S 4.5 
16.3 4.0 (16.4) 5.8 26.6 
General corporate expenses 6.5 6.5 4.0 4.] Ss2 
Income before extraordinary items 145.2 102.5 96.2 120.6 130.3 
Extraordinary items 6.0 AD (11.7) (10.0) (.5) 
Net income for year S 1512 $ 108.0 $ 84.5 $ 110.6 $ 129.8 


*Including write down of deferred mine development expenditures of $9.8 
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Operating Statistics of Light-Servicos de Eletricidade S.A. 


1977 1976 1975 1974 1973 

Kilowatt hours billed (millions): 
Residential 8,073 7,024 6,372 5,881 5.433 
Commercial 5,121 SAT7 4.854 4.448 4.068 
Industrial 18,704 16,840 14.820 14.205 12.761 
Public utilities and others 3,639 3,293 3,035 2,842 2,695 
Total 35,537 32,334 29.081 27,376 24,957 
Customers (thousands) 4.365 4173 3,973 3,862 3.699 
Employees 31,729 30,646 29,824 a1;335 27,584 
Capacity of generating plants (kw thousands) 2,075 2.064 2.064 2.064 2.119 
Transmission lines (kilometres of circuit) 5,803 5,506 5,344 5,181 4.965 
Distribution network lines (kilometres of wire) 331,024 323,636 313,598 300.866 280.833 
Transformer capacity (kva thousands) 7.682 7,179 6.627 6.138 5-514 
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Sears, Roebuck and Co. 


ANTONIO GALLOTTI Rio de Janeiro 
Vice-President; President, Brascan— 
Administracgao e Investimentos Ltda. 


J. PETER GRACE New York 
President and Chief Executive Officer, 
W.R. Grace & Co. 


J. F. GRANDY Ottawa 
President, Reisman and Grandy Limited 


LEWIS B. HARDER New York 
Chairman, International Mining Corporation 


| Executive Committee 2 Audit Committee 


European Advisory Committee 


HERMANN J. ABS 
Honorary President, Deutsche Bank AG 


PIERRE ANSIAUX 


Member of the Bar of the Supreme Court 
of Belgium and former Brascan Director 


IGH 


ELETRICIDADE S.A 
Administrative Council 


ALEXANDRE HENRIQUES LEAL 
President 


ANTONIO GALLOTTI 

J. J. MARQUES FILHO 

A. A. DE AZEVEDO SODRE 
ALEC THOMAS COUSINS 


Directors 


ALEXANDRE HENRIQUES LEAL 
President 


CAIO TACITO SA VIANA PEREIRA 
DE VASCONCELOS Vice-President 


ALBERTO DO AMARAL OSORIO 
Vice-President 
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!,2N.E. HARDY London, Ontario 
Vice-Chairman of the Board, 
John Labatt Limited 
'R. E. HARRISON Toronto 
Chairman and Chief Executive Officer, 
Canadian Imperial Bank of Commerce 


LOUIS A.-LAPOINTE Montreal 
Company director 


1,24. J. LITTLE Toronto 
Company director 


1,24. J. MacINTOSH Toronto 
Partner, Blake, Cassels & Graydon 


' PAUL E. MANHEIM New York 
Limited Partner, Lehman Brothers 


WILLIAM J. MANNING New York 
Partner, Simpson Thacher & Bartlett 


1,2 J. H. MOORE London, Ontario 
Chairman of the Board 


JOHN G. PHILLIMORE London, England 


Company director 


P.N. T. WIDDRINGTON London, Ontario 


President and Chief Executive Officer, 
John Labatt Limited 


THIERRY BARBEY 

E. C. FREEMAN-ATTWOOD 
J. H. MOORE 

JOHN G. PHILLIMORE 


WILLIAM J. CROCKER Vice-President 
TULLIO ROMANO CORDEIRO DE 
MELLO Vice-President 


LUIZ TEIXEIRA ALVES DE LIMA 
Vice-President 


JOSE RUBEM FONSECA 

RUY BESSONE PINTO CORREA 
ROBERT WILSON 

MIGUEL REALE 

GILBERTO SAMPAIO DE TOLEDO 
ARTHUR COHEN 

LESLIE THOMAS SMITH 


Honorary Directors 

HERMANN J. ABS Frankfurt (Main) 
HENRY BORDEN Toronto 

W.C. HARRIS Toronto 

BEVERLEY MATTHEWS Toronto 


Officers 

J. H. MOORE Chairman of the Board 

E. C. FREEMAN-ATTWOOD President 
A. W. FARMILO Executive Vice-President 


ANTONIO GALLOTTI Vice-President and 
Senior Corporate Officer in Brazil 


L. D. BLACHFORD Vice-President 

R. F. LEWARNE Vice-President 

D. A. McALPINE Vice-President 
W.R. MILLER Vice-President, Finance 


R. R. SUTHERLAND Assistant Vice- 
President, Finance 


L. A. ALLEN Secretary 
R. H. ELDRIDGE Treasurer 
B. A. HENSTOCK Comptroller 


BRASCAN—ADMINISTRAGAO E 
INVESTIMENTOS LTDA. 


ANTONIO GALLOTTI President 
J. J. MARQUES FILHO Vice-President 
R. F. LEWARNE Executive Vice-President 


ROBERTO PAULO CEZAR DE 
ANDRADE Vice-President, General Counsel 


A. T. COUSINS Vice-President, Finance 


PEDRO LEITAO DA CUNHA 
Vice-President, Financial Services 


J.E. WILLIAMS 
SERGIO PIOMBO 
IAN M. HENDERSON 


As at March 21, 1978 


Transfer Agents 


National Trust Company, Limited 
Toronto, Montreal, Vancouver, 
Calgary, Winnipeg and Halifax 


Citibank N.A. 
New York 


Registrars 


Canadian Imperial Bank of Commerce 
Toronto, Montreal, Vancouver, Calgary, 
Winnipeg and Halifax 


Citibank, N.A. 
New York 


Annual and Special General Meeting 


The annual and special general meeting 

of the shareholders will be held at the Royal 
York Hotel, Toronto, on Tuesday, May 30, 
1978 at 11 o’clock in the morning. 
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LIMITED 


(incorporated under the laws of Canada) 


NOTICE OF ANNUAL AND SPECIAL GENERAL MEETING 
OF SHAREHOLDERS 


NOTICE IS HEREBY GIVEN that the Annual and Special General Meeting of Shareholders of Brascan 
Limited will be held in the Ontario Room (Convention floor), Royal York Hotel, 100 Front Street West, 
Toronto, Ontario, Canada, on Tuesday, May 31, 1977, at 11:00 a.m. (Eastern Daylight Time) for the follow- 
ing purposes: 


1. to receive the report of the directors and the financial statements for the past fiscal year; 
2. to elect directors; 
3. to appoint auditors and authorize the directors to fix their remuneration; 


4. to consider and if thought fit to sanction, with or without variation, By-law No. 38 relating to 
restrictions on transfer and issuance of shares of the Company; 


5. to consider and if thought fit to sanction, with or without variation, By-law No. 39 decreasing the 
number of directors of the Company; 


6. to transact such further and other business as may properly come before the meeting. 


Only holders of registered voting shares of record at the close of business on May 1, 1977 and bearers of share 
warrants issued on or prior to that date who shall have deposited the same in the manner referred to in the 
published notice of the meeting will be entitled to vote or appoint a proxy to vote at the meeting. A proxy 
must be appointed by instrument in writing deposited with the Secretary of the Company on or before May 
IM HM 


If you are unable to attend the meeting in person, kindly sign the enclosed form of instrument appointing a 
proxy and return it as soon as possible. An addressed envelope for the return of the proxy form is enclosed. 


By Order of the Board 


L. A. ALLEN 


Secretary. 


Box 48 

Commerce Court Postal Station 
Toronto, Canada MSL 1B7 
April 28, 1977 


NOTE: The proxy form is enclosed in the pocket of the large envelope. 


PRINTED IN CANADA 


PROXY INFORMATION CIRCULAR 


SOLICITATION OF PROXIES 

This information circular is furnished in connection with the solicitation by the management of Brascan 
Limited (the Company) of proxies to be used at the Annual and Special General Meeting of Shareholders of 
the Company to be held at the time and place and for the purposes set forth in the accompanying notice of 
meeting. It is expected that the solicitation will be primarily by mail. Proxies may also be solicited personally 
by regular employees of the Company at nominal cost and in the United States of America by Georgeson & 
Co., 100 Wall Street, New York, N.Y., at an anticipated cost of $7,500. The total cost of solicitation will be 
borne by the Company. 


APPOINTMENT AND REVOCATION OF PROXIES 


The persons named in the enclosed form of proxy are directors of the Company. A shareholder desiring to 
appoint some other person to represent him at the meeting may do so either by inserting such person’s name in 
the blank space provided in the form of proxy or by completing another proper form of proxy and, in either 
case, delivering the completed proxy to the Secretary of the Company on or before May 27, 1977. 


A shareholder who has given a proxy may revoke it, as to any motion on which a vote has not already been 
cast pursuant to the authority conferred by it, by an instrument in writing executed by the shareholder or by 
his attorney authorized in writing or, if the shareholder is a corporation, under its corporate seal or by an 
officer or attorney thereof duly authorized, and deposited either at the head office of the Company on or 
before the day preceding the day of the meeting or adjournment thereof at which the proxy is to be used, or 
with the Chairman of such meeting on the day of the meeting or adjournment thereof. 


EXERCISE OF DISCRETION BY PROXIES 


Shares represented by properly executed proxies in favour of the persons named in the enclosed form of 
proxy will be voted or withheld from voting in accordance with the instructions contained therein and, in the 
absence of instructions, will be voted for the election of directors and the appointment of auditors as stated 
under those headings in this circular, and in favour of the resolutions sanctioning By-laws Nos. 38 and 39. 
With respect to amendments or variations to matters identified in the notice of meeting, and with respect to 
other matters which may properly come before the meeting, such shares will be voted by the persons so 
designated in their discretion. At the time of printing this circular the management of the Company knows of 
no such amendments, variations or other matters to come before the meeting. 


VOTING SHARES 


As of the date of this circular, the following numbers of shares are entitled to be voted at the meeting: 
24,344,252 Class A convertible ordinary shares without nominal or par value and 1,631,716 Class B convert- 
ible ordinary shares without nominal or par value, each carrying the right to one vote per share; 1,400,000 
Preferred shares each carrying the right to one vote per share; and 929 cumulative preference shares of the 
par value of $100 each, carrying the right to eight votes per share, so that the aggregate number of votes 
attaching to all the outstanding shares is 27,383,400. 


The Company has been declared a constrained-share company within the meaning of the Canada Corpo- 
rations Act. The purpose of these constraints is to restrict the issue and transfer of the Company’s voting 
shares so as to assure that not more than 49% of the Company’s outstanding voting shares are controlled by 
non-Canadians as a group, and not more than 10% of such shares are controlled by any one non-Canadian or 
by an associated group of non-Canadians. 


The directors have fixed May 1, 1977 as the record date for the determination of the persons entitled to vote 
at the meeting and accordingly the only persons entitled to attend and vote at the meeting or to be repre- 
sented thereat by proxy will be (a) registered shareholders of record at the close of business on May 1, 1977, 
and (b) bearers of share warrants issued on or prior to the record date who shall have deposited the same and 
obtained a voting certificate in respect thereof in accordance with the conditions governing share warrants to 
bearer established by the by-laws of the Company and referred to in the published notice of the meeting. 
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ELECTION OF DIRECTORS 


By-law No. 39, if sanctioned by at least two-thirds of the votes cast at the meeting, will decrease the number 
of directors from twenty-two to nineteen, of whom seven hold office until 1978, six hold office until 1979, and 
six are to be elected at this meeting to hold office until the annual meeting in 1980. 


The following table sets out the name of each of the persons proposed to be nominated for election as a 
director to hold office until the annual meeting in 1980; all other major positions and offices in the Company 
or any of its significant affiliates now held by him; his principal occupation or employment; the year in which 
he was first elected a director; and, with note (1), the approximate number of shares of each class of the 
Company that he has advised are beneficially owned by him, directly or indirectly, on the date hereof. Sub- 
ject to the sanctioning of By-law No. 39, the persons named in the enclosed form of proxy intend to vote for 
the election of the said nominees, all of whom are now members of the board of directors and have been since 
the dates indicated. The management does not contemplate that any of the nominees will be unable to serve 
as a director but, if that should occur for any reason prior to the meeting, the persons named in the enclosed 
form of proxy reserve the right to vote for other nominees in their discretion. 


Class A 
Became Ordinary 

Director Shares 

J. H. A’°CouRT, of Toronto, Canada, is Senior Financial Consultant to the Company. 1967 wey 
Note (1) 


A. W. FARMILO, of Calgary, Canada, is a Vice-President of the Company; President of 
Brascan Resources Limited, Chairman of Western Mines Limited and Vice-President of 
Great Lakes Power Corporation Limited. 1974 7,790 


*E. C. FREEMAN-ATTWOOD, of Toronto, Canada, is President and Chief Operating Offi- 
cer of the Company; Chairman of Brascan Resources Limited and of Great Lakes Power 
Corporation Limited; a director of Western Mines Limited and of Jonlab Investments 


Limited. 1973 13,310 
JOHN F. GALLAGHER, of Chicago, U.S.A., is Vice-President—International Operations, 
Sears, Roebuck and Co., retail merchants. 1965 1,876 


Lewis B. HARDER, of New York City, U.S.A., is Chairman of the Board of International 
Mining Corporation, and of Molybdenum Corporation of America, mining, refining and 
metal fabrication companies. 1965 300 


**RUSSELL E. HARRISON, of Toronto, Canada, is Chairman and Chief Executive Officer of 
Canadian Imperial Bank of Commerce. 1975 300 


There is set out below the name of each person who is now a director and whose term of office will continue 
after the meeting; all other major positions and offices in the Company or any of its significant affiliates now 
held by him; his principal occupation or employment; the year in which he was first elected a director; and, 
with note (1) the approximate number of shares of each class of the Company that he has advised are benefi- 
cially owned by him, directly or indirectly, on the date hereof. 


Class A 

Became Ordinary 

Holding office until the annual meeting in 1978: Director Shares 
LouIs A.-LAPOINTE, of Montreal, Canada, one of Her Majesty’s Counsel, is Chairman 
of the Board of Miron Company Ltd., manufacturers of cement products, concrete sup- 

pliers and general contractors. 1969 1,096 

*A J. LITTLE, of Toronto, Canada, is a director of a number of companies. 1974 2,000 

(Note 1) 


*A_ J. MACINTOSH, of Toronto, Canada, one of Her Majesty’s Counsel, is a partner of 
Blake, Cassels & Graydon. 1970 816 


Class A 
Became Ordinary 
Holding office until the annual meeting in 1978: Director Shares 


*PAUL E. MANHEIM, of New York City, U.S.A., is a limited partner of Lehman Brothers, 


investment bankers. 1961 6,086 
WILLIAM J. MANNING, of New York City, U.S.A., is a partner in the law firm of Simpson 
Thacher & Bartlett. 1970 220 
*J. H. Moore, of London, Canada, is Chairman and Chief Executive Officer of the 
Company. 1969 42,301 
JOHN G. PHILLIMORE, of London, England, is a director of a number of companies. 1949 3,025 
Class A 
Became Ordinary 
Holding office until the annual meeting in 1979: Director Shares 


THIERRY BARBEY, of Geneva, Switzerland, is Managing Partner of Lombard, Odier & 
Cie, investment bankers. 1965 1,592 


ANTONIO GALLOTTI, of Rio de Janeiro, Brazil, is President of Brascan—Administracao e 
Investimentos Ltda. in Brazil, and a Vice-President of the Company. 1956 39 


J. PETER GRACE, of New York City, U.S.A., is President and Chief Executive Officer of 
W. R. Grace & Co., a major industrial company with international chemical, food, con- 
sumer products and petroleum interests. 1959 15597, 


N. E. HARDY, of London, Canada, is Vice-Chairman of the Board of John Labatt Lim- 
ited, a food and beverage company; Chairman of Jonlab Investments Limited. 1970 13,265 


R. F. LEWARNE, of Toronto, Canada, is a Vice-President of the Company; director of 
Great Lakes Power Corporation Limited. 1973 Note(1) 


W. R. MILLER, of Toronto, Canada, is Vice-President, Finance of the Company; Vice- 
President, Finance of Great Lakes Power Corporation Limited; a director of Brascan 
Resources Limited and of Jonlab Investments Limited. 1976 1,000 
Note (1) 


*Member (**alternate member) of the Executive Committee 


NOTES: 


(1) Class B convertible ordinary shares are also beneficially owned by each of the following: Mr. A’Court, 15,000; 
Mr. Lewarne, 16,375; Mr. Little, 3,000; and Mr. Miller, 4,000. 


(2) In addition to the directors named above, Messrs. Hermann J. Abs, Henry Borden and W. C. Harris are honorary 
directors. 


DIRECTORS’ AND OFFICERS’ LIABILITY INSURANCE 


The Company provides directors’ and officers’ liability insurance with a policy limit of $10,000,000 per occur- 
rence subject to a deductible of $20,000 per occurrence and 5 per cent of the amount of each loss up to 
$1,000,000. Under this insurance coverage the Company is reimbursed for payments made under corporate 
indemnity provisions on behalf of its directors and officers and individual directors and officers are reim- 
bursed for losses arising during the performance of their duties for which they are not indemnified by the 
Company. Protection is provided to directors and officers for acts, errors or omissions done or committed 
during the course of their duties as such. This insurance excludes from coverage illegal acts and those acts 
which result in personal profit. The portion of premium allocated to the last completed year was $47,421, all 
of which was paid by the Company. 
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DIRECTORS’ AND OFFICERS’ REMUNERATION 


Directors’ 
fees 


Remuneration of Directors as such 

(A) Number of Directors: 25 

(B) Body Corporate incurring the 
expense: 
Brascan Limited $161,970 
Jonlab Investments Limited $ 


Remuneration of Officers as such 
(A) Number of Officers: 18 
(B) Body Corporate incurring the 
expense: 
Brascan Limited 
Brascan International 
Finance Corporation S.A. 
Brascan—Administracgao e 
Investimentos Ltda. 


Brascan Resources Limited 
TOTALS 


Salaries Bonuses 


$1,104,601 


Nature of remuneration earned 


Non- 
accountable 
expense 
allowance | Other Total 


$ 161,970 
25,368 


Nil 
25,368 


$50,735 $1,155,336 


100,000 


Nil 100,000 
Nil 
Nil 


62,439 
88,431 


62,439 
88,431 


Estimated aggregate cost to the Company and its subsidiaries in 1976 of all pension benefits proposed to be 
paid to the officers of the Company under any normal pension plan in the event of retirement at normal 


retirement age was $51,791. 


Norte: Amounts shown above are in United States Currency. 


Since January 1, 1976, officers of the Company subscribed for Class A convertible ordinary shares under the 


Company’s Executive Share Purchase Plan as follows: 


Shares Date of 
subscribed for Allotment 
5,000 June 4, 1976 


INDEBTEDNESS TO THE COMPANY 


Price range in 


preceding 
: 30-day period 
Price per 
Share High Low 
$10.74 $11% $10% 


As of the date hereof, the following officers of the Company are indebted to the Company on account of 
interest-free loans in connection with the purchase of their residences: 


Name of officer 


R.H. Eldridge 
R. F. Lewarne 


Outstanding Amount 


Largest Aggregate 
Amount since Present 
January 1, 1976 Balance 
$. 23,383 % 19,583 
19,830 17,730 


As of the date hereof, the following officers of the Company are indebted to the Company on account of 
interest-free loans made in accordance with the Executive Share Purchase Plan of the Company: 


Outstanding Amount 


Largest Aggregate 
Amount Since Present 
Name of officer _ January 1, 1976 _ _ Balance _ 
E. C. Freeman-Attwood $188,658 $175,968 
R. F. Lewarne SB 109,980 
A. W. Farmilo 117,383 109,451 
J.P. Zachary 92,437 86,461 
W.R. Miller 64,058 59,951 
L. D. Blachford 51,682 48,241 
R.H. Eldridge 39,304 36,660 
B. M. Howard 38,951 36,308 
R.R. Sutherland 21,362 18,189 
L.A. Allen 155581 14,523 


SPECIAL GENERAL MEETING 

The meeting is called as a Special General Meeting of shareholders for the purpose of sanctioning By-law 
No. 38, confirmed by the directors on August 31, 1976, and By-law No. 39, enacted by the directors on March 
22,1907 


By-law No. 38 was enacted to carry out the intent of the constrained share provisions attaching to the shares 
of the Company. The by-law authorizes the directors to require declarations with respect to such matters as 
the directors may deem relevant for the purpose of giving effect to such provisions from shareholders and 
any person desiring to have a transfer of a share made or recorded in the register of the Company or desiring 
to subscribe for a share of the Company. 


The purpose of By-law No. 39 is to decrease the number of directors from twenty-two to nineteen. 


A copy of By-law No. 38 and of By-law No. 39 accompanies this Circular. 


APPOINTMENT OF AUDITORS 


The persons named in the enclosed form of proxy intend to vote in favour of a resolution re-appointing 
Messrs. Clarkson, Gordon & Co., Chartered Accountants, Toronto, as auditors of the Company, to hold 
office until the next annual meeting of shareholders, and authorizing the directors to fix the remuneration of 
the auditors. 


DIRECTORS’ APPROVAL 
The contents and the sending of this Circular have been approved by the directors of the Company. 


L. A. ALLEN 
Dated as of April 12, 1977. Secretary 


BY-LAW NO. 38 


A BY-LAW RELATING TO RESTRICTIONS ON TRANSFER 
AND ISSUANCE OF SHARES OF THE COMPANY 


BE IT AND IT IS HEREBY ENACTED as a by-law of BRASCAN LIMITED (hereinafter called the “Com- 
pany”) as follows: 


1. Requirement to Submit Declaration 
The board of directors of the Company may from time to time require either in a particular case or generally 


(a) any person in whose name a share of the Company is held to submit a statutory declaration, certifi- 
cate or any other instrument or document of such person (the “Declaration”) in such form as the 
board may from time to time prescribe: 

(i) with respect to his direct or indirect ownership of any shares of the Company; 

(ii) whether the shareholder or any person in whose right or for whose use or benefit the share is 
held is a “non-Canadian” as defined in the Special Provisions Applicable to Constrained- 
Share Companies set out in the schedule to the Canada Corporations Act; 


(iii) whether the shareholder or the person in whose right or for whose use or benefit the share is 
held is associated with any other shareholder; and 


(iv) with respect to such other matters as the directors may deem relevant for the purposes of 
giving effect to the constrained-share provisions attaching to the shares of the Company; and 


(b) any person desiring to have a transfer of a share to him made or recorded in the register of the 
Company or desiring to subscribe for a share of the Company to submit a Declaration as may be 
required pursuant to this section in the case of a shareholder. 


2. Where Declaration Pending 


2.1 VOTING OF SHARE 

Where any person in whose name a share of the Company is registered fails to give the Declaration which 
may be required to be submitted by him in accordance with section | within the period of time prescribed by 
the notice requiring him to give such Declaration, such person shall not be entitled to vote at any meeting of 
the shareholders held thereafter unless he provides such Declaration to the Company at least 48 hours before 
the next meeting at which he desires to vote is held. 


2.2 TRANSFER OR SUBSCRIPTION 

Where the directors have required a Declaration in accordance with section | to be submitted in respect of 
the transfer of or subscription for any share or shares, the directors may refuse to allow such transfer to be 
made or recorded in the register of the Company or to accept such subscription until a Declaration satisfac- 
tory to the directors has been submitted to them. 


ENACTED this 20th day of July, 1976. 
WITNESS the corporate seal of the Company. 


E. C. FREEMAN-ATTWOOD 
President 


L. A. ALLEN 


Secretary 


BY-LAW NO. 39 


A BY-LAW DECREASING THE NUMBER OF DIRECTORS 
OF THE COMPANY 


BE IT ENACTED as a by-law of the Company as follows: 


(1) The number of directors of the Company is hereby decreased from twenty-two to nineteen so that the 
board of directors of the Company shall hereafter be composed of nineteen directors, of whom three 


shall constitute a quorum. 
(2) All prior by-laws, resolutions and proceedings of the Company inconsistent herewith are hereby 
amended, modified and revised in order to give effect to this by-law. 
ENACTED this 22nd day of March, 1977. 


WITNESS the corporate seal of the Company. 


J. H. MOORE 
Chairman of the Board 


L. A. ALLEN 


Secretary 
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